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DEPARTMENT  OF 
TRANSPORTATION 

Office  of  the  Secretary 
[41  CFR  Part  12-70] 
PROCUREMENT  REGULATIONS 
Government  Property 

AGENCY:  Department  of  Transporta¬ 
tion. 

ACTION:  Notice  of  proposed  rulemak¬ 
ing. 

SUMMARY:  The  Department  of  Trans¬ 
portation  (DOT)  proposes  to  amend  its 
procurement  regulations  (DOTPR)  by 
adding  a  new  Part  12-70  entitled  “Gov¬ 
ernment  Property”  and  by  adding  a  new 
Supplement  1  entitled  “Manual  for  Con¬ 
trol  of  Property  in  Possession  of  Con¬ 
tractors”.  These  amendments  propose 
requirements  for  acquiring,  using,  and 
disposing  of  Government  property  by 
DOT  contractors  and  propose  adminis¬ 
trative  procedures  for  DOT  personnel. 
They  establish  a  imiform  S3rstem  of  con¬ 
trol  and  accountability  of  Government 
property  to  prevent  further  inconsistent 
treatment  of  DOT  contractors.  In  the 
absence  of  comparable  coverage  in 
the  Federal  Procurement  Regulations 
(FPR),  these  additions  supplement  the 
PPR.  Public  comment  is  invited. 

DATES:  Comments  by:  March  14,  1977. 
ADDRESSES:  Comments  to: 

Docket  Clerk,  OST  Docket  Number  19, 
Office  of  the  General  Counsel,  Depart¬ 
ment  of  Transportation,  Washington, 
D.C.  20590. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

L.  S.  Hanson,  Chief,  Property  Man¬ 
agement  Staff,  Office  of  Installations 
and  Logistics,  Department  of  Trans¬ 
portation,  Washington,  D.C.  20590. 
(202)  426-4194. 

Supplementary  Information:  In  gen¬ 
eral.  these  regulations  would  establish 
for  the  Department  a  uniform  system 
for  the  provision,  use.  control,  accoimt- 
ing,  and  disposition  of  Government  prop¬ 
erty  used  by  contractors  in  connection 
wito  the  performance  of  work  imder 
DOT  contracts.  The  proposal  prescribes 
policies,  procedures,  authorities,  and  re¬ 
sponsibilities  as  necessary  to  effectuate 
such  a  system,  with  respect  to  both  the 
preaward  and  pxjstaward  phases  of  con¬ 
tracting.  As  proposed.  Part  12-70  con¬ 
tains  directive  material  applicable  to 
DOT  contracting  personnel,  whereas 
Supplement  1  would  be  atH>licable  to 
those  DOT  contractors  that  are  pro¬ 
vided  Government  property. 

This  proposal  was  developed  in  re¬ 
sponse  to  a  demonstrated  ne^  for  such 
directives  within  the  Department.  In  the 
absence  of  a  prescribed  Der>artmental 
system,  the  contractual  and  administra¬ 
tive  aspects  associated  with  Govern¬ 
ment-provided  property  have  not  been 
accorded  uniform  treatment  by  the  vari¬ 
ous  procurement  activities  of  the  De¬ 
partment.  By  the  same  token,  there  has 
been  a  lack  of  consist«icy  in  the  require¬ 
ments  levied  on  DOT  contractors  with 


respect  to  the  control  and  accountability 
of  Government  proiJerty,  With  regard  to 
the  matter  of  consistency,  it  is  recog¬ 
nized  that  many  contractors  presently 
utilize  Government  property  procedures 
established  by  other  Federal  agencies, 
particularly  the  Department  of  Defense, 
the  National  Aeronautics  and  Space  Ad¬ 
ministration,  and  the  Department  of 
Health,  Education  and  Welfare. 

Accordingly,  in  developing  this  pro¬ 
posal  the  existing  procurement  regula¬ 
tions  of  such  agencies  were  used  as 
guidelines.  In  some  subject  areas  the 
DOTPR  coverage  would  be  identical  to 
that  found  in  the  regulations  just  cited, 
while  in  other  areas  the  coverage  of  a 
particular  subject  would  be  modified  or 
condensed  to  accommodate  DOT’S  spe¬ 
cific  needs.  Additionally,  pertinent  pro¬ 
visions  of  the  FPR  and  the  Federal  Prop¬ 
erty  Management  Regulations  have  been 
referenced  where  appropriate. 

As  previously  indicated,  the  New  Part 
12-70  would  provide  direction  to  DOT 
contracting  personnel.  Within  this  part 
are  set  forth  policies,  procedures,  au¬ 
thorities.  and  responsibilities  relative  to 
the  following  general  subjects: 

(1)  Furnishing  Government  material 
to  contractors; 

(2)  Providing  Government  facilities 
to  contractors; 

(3)  Use  of  Government  facilities  in 
the  possession  of  contractors  or  sub¬ 
contractors; 

( 4 )  Property  administration ; 

(5)  Vesting  of  title  to  equipment  un¬ 
der  research  contracts;  and 

(6)  Disposition  of  excess  and  residual 
contract  inventory. 

Supplement  1  (the  manual)  would  set 
forth  the  basic  requirements  to  be  fol¬ 
lowed  by  contractors  in  establishing  and 
maintaining  control  over  Government 
property.  It  would  be  incorporated  by 
reference  in  all  contracts  under -which 
Government  property  is  provided  to  con¬ 
tractors,  and  be  made  available  to  each 
such  contractor.  Within  this  manual  are 
contained  procedures  and  responsibili¬ 
ties  relative  to  the  following  general  sub¬ 
jects: 

(1)  Contractor’s  assumption  of,  and 
relief  from,  responsibility  for  Govern¬ 
ment  property; 

(2)  Records  of  Government  property 
to  be  maintained  by  the  contractor; 

(3)  Identification  of  Government 
property; 

(4) '  Conduct  of  physical  inventories; 

(5)  Care,  maintenance,  and  utiliza¬ 
tion  of  Government  property; 

(6)  Passage  of  title  to  eqiiipment  un¬ 
der  research  contracts;  and 

(7)  Reports  to  be  provided  to  the 
Government. 

All  comments  received  before  the  close 
of  business  on  the  comment  closing  date 
(March  14, 1977)  will  be  considered,  and 
will  be  available  for  public  inspection  or 
copying  from  9  a.m.  to  5:30  p.m.,  Mon¬ 
day  through  Friday,  except  Federal  hcdi- 
days,  in  Room  10100,  DOT  Headquarters, 
400  Seventh  Street,  S.W.,  Washington, 
DC  20590.  To  the  extent  possible,  com¬ 
ments  filed  after  the  closing  date  will 
also  be  considered.  However,  the  rule¬ 


making  action  may  proceed  at  any  time 
after  that  date,  and  comments  received 
after  the  closing  date  and  too  late  for 
consideration  in  regard  to  the  action  will 
be  treated  as  suggestions  for  future  rule- 
making.  The  DOT  will  continue  to  file 
relevant  material  as  it  becomes  avail¬ 
able  in  the  docket  after  the  closing  date, 
and  it  is  recommended  that  interested 
persons  continue  to  examine  the  docket 
for  new  material. 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  Chapter  12  of  Title 
41,  Code  of  Federal  Regulations,  by  in¬ 
serting  a  new  Part  12-70  and  adding  a 
Supplement  1,  to  read  as  set  forth  below. 

Issued  in  Washington,  DC  on  Janu¬ 
ary  18. 1977. 

William  S.  Heffelfinger, 

Assistant  Secretary 
for  Administration. 

PART  12-70— GOVERNMENT  PROPERTY 

Sec. 

12-70.000  Scope  of  Part. 

Subpart  12-70.1 — General 
12-70.101  Definitions. 

'12-70.101-1  Property. 

12-70.101-2  Government  property. 
12-70.101-3  Provide. 

12-70.101-4  Material. 

12-70.101-5  Non-expendable. 

12-70.101-6  Plant  Equipment. 

12-70.101-7  Facilities. 

12-70.101-8  Nonserverable. 

12-70.101-9  Excess  and  residual  contract  In¬ 
ventory. 

12-70.102  Use  for  or  by  contractors  of 
test  facilities  owned  and  op¬ 
erated  by  the  government. 
12-70.103  Government  property  contract 
clauses. 

12-70.104  Control  of  government  proper¬ 
ty. 

12-7C.105  Disposition  of  excess  and  resi¬ 
dual  contract  Inventory. 

Subpart  12-70.2 — Furnishing  Government 
Material  to  Contranors 

12-70.201  Policy. 

12-70.202  Procedure. 

12-70.203  Changing  the  amount  of  material 
to  be  fmrnished  by  the  govern¬ 
ment. 

Subpart  17-70.3 — Providing  Government 
Facilities  to  Contractors 

12-70J01  PoUcy. 

12-‘70>.302  Providing  government  faculties 
when  disposal  Is  limited. 
12-70.303  Offers  to  furnish  government  fa¬ 
cilities. 

12-70.304  Changing  goverqpient  facilities 
to  be  provided. 

Subpart  12-70.4 — Use  of  Government  Facilities 
In  the  Possession  of  Contractors  or  Subcon¬ 
tractors 

12-70.401  PcUlcy. 

12-70.402  Use  of  faculties  under  the  cog¬ 
nizance  of  another  department 
or  agency. 

12-70.403  Use  by  another  department  or 
agency  of  facilities  under  the 
cognizance  of  DOT. 

Subpart  12-70.5— Property  Administration 

Sec. 

12-70.501  General. 

12-70.502  Responsibilities  of  the  contracting 
ofRcer. 

12-70.503  Actions  requiring  approval  of  the 
contracting  officer. 

12-70.504  Assignment  of  responsibility  for 
property  administration. 
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Sec. 

12-70.505  Responsibilities  of  the  property 
administrator. 

12-70.506  DOTPR  Supplement  1 — ^Manual 
for  Control  of  Prc^erty  In  Pos¬ 
session  of  Contractors. 

12-70.507  Records  of  government  property. 
12-70.508  Contract  property  control  file. 
12-70.509  Evaluation  and  approval  of  con¬ 
tractor’s  property  control  sys¬ 
tem. 

12-70.510  Review  of  contractor’s  property 
control  sirstem  during  contract 
performance. 

Subpart  12-70.6— Vesting  of  Title  to  Equipment 
Under  Research  Contracts 

12-70.601  General. 

12-70.602  Conditions  of  transfer. 

12-70.603  Contracts  performed  at  govern¬ 
ment  Installations. 

Subpart  12-70.7 — Disposition  of  Excess  and 
Residual  Contract  Inventory 

12-70.701  General. 

12-70.702  Application  of  PPR,  PPMR  and 
other  DOT  regulations. 

12-70.703  Reports  of  contract  Inventory. 
12-70.704  Disposition  methods  and  prlori- 
.  ties. 

Subpart  12-70.8 — Contract  Closure 

12-70.801  Actions  by  the  property  adminis¬ 
trator. 

Subpart  12-70.9— Contract  Clauses, 
Government  Property 

12-70.901  Contract  clavises. 

Authority;  Sec.  205(c),  63  Stat.  389;  40 
U.S.C.  486(C) ,  10  U.S.C.  2301-2314. 

§  12—70.000  Scope  of  Part. 

This  part  sets  forth  the  piolicies  of  the 
Department  of  Transportation  with  re¬ 
spect  to  providing  property  for  use  by 
contractors  in  connection  with  procure¬ 
ment  by  the  components  of  the  De¬ 
partment  of  Transportation,  prescribes 
responsibilities  and  procedures  pertinent 
thereto,  and  references  applicable  con¬ 
tract  clauses.  This  part  does  not  apply 
to  property  to  which  the  Government 
has  acquired  a  lien  or  title  solely  as  a 
result  of  partial,  advance,  or  progress 
payments.  When  lien  or  title  is  acquired 
solely  as  a  result  of  such  payments,  the 
provisions  of  the  partial,  advance,  or 
progress  payments  clauses  shall  apply, 
including  any  modifications  to  such 
clauses  as  may  be  contained  in  the  con¬ 
tract. 

Subpart  12-70.1 — General 
§  12—70.101  Definitions. 

As  used  in  this  part,  the  following 
terms  have  the  meaning  stated  below. 
Additional  definitions  applicable  to  prop¬ 
erty  administration  are  set  forth  in 
DOTPR  Supplement  1 — “Msmual  for 
Control  of  Property  in  Possession  of  Con¬ 
tractors.” 

§  12-70.101-1  PropeHy. 

Includes  all  property,  both  real  and 
personal.  For  the  purpose  of  this  part,  it 
consists  of  two  separate  categories — ma¬ 
terial  and  facilities. 

§  12-70.101-2  Government  property. 

Means  all  property  owned  by  or  leased 
to  the  Government  or  acquired  by  the 
Government  under  the  terms  of  a  con¬ 
tract.  However,  the  term  “Government 
property”  does  not  include  property  to 
which  the  Government  has  acquir^  a 


lien  or  title  solely  as  a  result  of  partial, 
advance,  or  progress  payments.  Govern¬ 
ment  property  includes  both  Govem- 
ment-fumish^  property  and  contrac¬ 
tor-acquired  property  as  defined  below: 

(a)  Government-furnished  property  is 
property  in  the  possession  of.  or  acquired 
directly  by,  the  Government  and  subse¬ 
quently  delivered  or  otherwise  made 
available  to  the  contractor;  and 

(b)  Contractor-acquired  property  is 
property  procured  or  otherwise  provided 
by  the  contractor  for  the  performance 
of  a  contract,  title  to  which  is  vested  in 
the  Government. 

§  12-70.101-3  Provide. 

As  used  in  the  context  of  such  phrases 
as  “Government  property  provided  to 
the  contractor”  and  “Government-pro¬ 
vided  property”,  means  either  to  furnish, 
as  in  “Government-furnished  property”, 
or  to  acquire,  as  in  “contractor -acquir^ 
property.” 

§  12-70.101-4  Material. 

Means  property  which  may  be  incor¬ 
porated  into  or  attached  to  an  end  item 
to  be  delivered  under  a  contract  or  which 
may  be  consumed  or  expended  in  the 
performance  of  a  contract.  It  includes, 
but  is  not  limited  to,  raw  and  processed 
material,  parts,  components,  assemblies, 
and  small  tools  and  supplies  which  may 
be  consumed  in  normal  use  in  the  per¬ 
formance  of  a  contract.  It  also  includes 
items  of  a  nonexpendable  nature  with  a 
unit  acquisition  cost  of  less  than  $50,  un¬ 
less  the  Government  has  designated  any 
such  items  to  be  classified  as  plant 
equipment. 

§  12—70.101—5  Non-expendable. 

Means  items  of  Government  personal 
property  which: 

(a)  Have  a  unit  acquisition  cost  of 
$50.00  or  more,  and 

(b)  Have  a  life  expectancy  of  one  year 
or  more,  and 

(c)  Retain  their  identity  when  put  into 
use,  and 

(d)  Are  not  consumed  in  the  perform¬ 
ance  of  work  on  the  contract. 

§  12—70.101—6  Plant  equipment. 

Means  personal  property  of  a  non¬ 
expendable  nature  (consisting  of  equip¬ 
ment,  machine  tools,  test  equipment, 
furniture,  vehicles,  and  accessory  and 
auxiliary  items)  used  or  capable  of  use 
in  the  manufacture  of  supplies  or  in  the 
performance  of  services  or  for  any  ad¬ 
ministrative  or  general  plant  purpose. 

§  12-70.101-7  FaciliUes. 

Means*  property  (other  than  material) 
for  production,  maintenance,  research, 
development,  or  test,  including  real  prop¬ 
erty  and  rights  therein,  buildings,  struc¬ 
tures.  improvements,  and  plant  equip¬ 
ment. 

§  12—70.101—8  Nonseverable. 

When  related  to  Government  facili¬ 
ties,  means  that  such  property  cannot 
be  removed  after  erection  or  installation 
without  substantial  loss  of  value  or  dam¬ 
age  thereto,  or  to  the  premises  where 
installed. 


§  12—70.101—9  Excess  and  residual  con¬ 
tract  inventtH^. 

“Excess  and  residual  contract  inven¬ 
tory”  means: 

(a)  Any  property  acquired  by  and  in 
the  possession  of  a  contractor  or  sub¬ 
contractor  (including  Government-fur¬ 
nished  property)  under  a  contract  pur¬ 
suant  to  the  terms  of  which  title  is  vested 
in  the  Government,  and  in  excess  of  the 
amounts  needed  to  complete  full  per¬ 
formance  under  the  entire  contract;  and 

(b)  Any  property  which  the  Govern¬ 
ment  is  obligated  to  or  has  an  option  to 
take  over  imder  any  type  of  contract  as 
a  result  either  of  any  changes  in  the 
specifications  or  plans  thereunder  or  of 
the  termination  of  such  contract  (or  sub¬ 
contract  thereunder),  prior  to  comple¬ 
tion  of  the  work,  for  the  convenience  or 
at  the  option  of  the  Government. 

§  12—70.102  Use  for  or  by  contractors 
of  test  facilities  owned  and  operated 
by  the  Government. 

(a)  The  on-site  use  for  or  by  contrac¬ 
tors  of  existing  Government-owned  test 
facilities  located  at  installations  owned 
and  operated  by  the  Government  may  be 
authorized  in  connection  with  the  per¬ 
formance  of  Government  contracts  only 
when: 

(1)  there  is  no  commercial  test  capa¬ 
bility  adequate  for  the  testing  needs,  or 

(2)  substantial  cost  savings  will  result 
from  use  of  the  Government-owned  test 
facilities. 

(b)  Whenever  any  such  use  is  author¬ 
ized,  adequate  consideration  comparable 
to  commercial  charges,  if  any.  shall  be 
obtained  imder  any  affected  contract. 

§  12—70.103  Government  property  con¬ 
tract  clauses. 

When  Government  property  is  pro¬ 
vided  under  a  contract,  the  contract 
shall  contain  the  apprt^riate  Govern¬ 
ment  Property  clause  as  referenced  in 
Subpart  12-70.9  of  this  part. 

§  12-70.104  Control  of  government 
property. 

The  control  of  Government  property 
shall  be  in  accordance  with  DOTPR  Sup¬ 
plement  1 — Manual  for  Control  of  Prop¬ 
erty  in  Possession  of  Contractors.  Each 
contract  under  which  Government  prop¬ 
erty  is  provided  shall  incorporate  this 
Manual  by  reference. 

§  12—70.105  Disposition  of  excess  and 
residual  contract  inventory. 

Excess  and  residual  contract  inventory 
shall  be  disposed  of  in  accordance  with 
the  procedures  contained  in  Subpart  12- 
70.7  of  this  part. 

Subpart  12-70.2 — Furnishing  Government 
Material  to  Contractors 

§  12-70.201  Policy. 

It  is  the  general  policy  of  the  Depart¬ 
ment  of  Transportation  that  contractors 
will  furnish  all  material  required  for  the 
performance  of  Govenment  contracts. 
However,  the  Government  may  furnish 
material  to  a  contractor  when  it  is  de¬ 
termined  to  be  in  the  best  interest  of  the 
Government  by  reason  of  economy, 
standardization,  the  expediting  of  pro- 
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duction,  or  other  appropriate  circum¬ 
stances. 

§  12—70.202  Procedure. 

(a)  Material  to  be  furnished  by  the 
Government  shall  be  set  forth  in  the 
solicitation  in  sufficient  detail  to  permit 
evaluation  by  prospective  contractors. 

(b)  Where  material  is  to  be  furnished 
by  the  Government,  the  contract  shall 
state  whether  the  requisitioning  docu¬ 
mentation  is  to  be  prepared  by  the  con¬ 
tractor  or  the  procuring  activity.  When 
the  responsibility  is  placed  upon  the 
contractor,  such  documentation  shall  be 
prepared  in  accordance  with  the  instruc¬ 
tions  provided  by  the  prociu*ing  activity. 

§  12—70.203  rjianging  the  amount  of 
material  to  be  furnished  by  the  gov> 
emment. 

(a)  At  any  time  after  “a  contract  has 
been  entered  into,  whether  as  a  result  of 
formal  advertising  or  negotiation,  the 
contract  may  be  bilaterally  modified  to 
provide  for  the  furnishing  of  Govern¬ 
ment  material  or  to  increase  the  amount 
tf>  be  furnished,  provided  there  is  ade¬ 
quate  consideration  for  such  modifica¬ 
tion. 

(b)  When  it  is  anticipated  that  sub¬ 
stantial  quantities  of  Government  mate¬ 
rial  will  become  available  for  the  con¬ 
tract  by  transfer  from  another  contract 
or  otherwise,  the  contract  may  provide 
that  a  unilateral  increase  in  the  amount 
of  material  to  be  furnished  by  the  Gov¬ 
ernment  may  be  ordered  by  the  con¬ 
tracting  officer,  and  that  the  contract 
shall  be  enuitably  adjusted  therefor. 

(c)  Unilateral  decreases  in  or  substi¬ 
tutions  for  the  material  soecified  imder 
a  contract  to  be  provided  by  the  Gov¬ 
ernment  may  be  ordered  by  the  con¬ 
tracting  officer,  subject  to  the  equitable 
adjustment  of  the  contract,  in  accord¬ 
ance  with  the  provisions  of  the  applica¬ 
ble  Government  Property  clause  (s)  and 
other  terms  of  the  contract. 

Subpart  12-70.3 — Providing  Government 
Facilities  to  Contractors 

§  12-70.301  Policy. 

(a)  It  is  the  policy  of  the  Department 
of  Transportation  that  contractors  will 
furnish  all  facilities  required  for  the  per¬ 
formance  of  Government  contracts. 
F^ilities  will  not  be  provided  to  a  con¬ 
tractor,  nor  will  competitive  solicitations 
offer  to  provide  such  property,  except 
as  follows: 

(1)  For  use  in  a  GOvemment-owned, 
contractor-operated  plant  <^)erated  on  a 
cost-plus-fixed-fee  basis;  or 

(2)  When  the  Contracting  Officer  de¬ 
termines  in  writing  that  (i)  the  contract 
cannot  be  fulfilled  by  any  other  prac¬ 
tical  means,  or  (ii)  it  is  in  the  public 
interest. 

(b)  New  facilities  will  not  be  provided 
by  tiie  Grovemment  where  an  econwn- 
ical,  practical  and  appropriate  alterna¬ 
tive  exists.  Examples  include: 

( 1 )  Procuring  from  sources  not  requir¬ 
ing  Grovemment-owned  facilities: 

(2)  Requiring  the  contractor  to  make 
full  utilization  of  subcontractors  pos¬ 
sessing  adequate  and  available  capacity; 
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(3)  Having  the  contractor  rent  facili¬ 
ties  from  commercial  sources:  and 

(4)  Using  existing  Government-owned 
facilities. 

(c)  Prospective  contractors  who  pro¬ 
pose  to  use  Government  facilities,  in¬ 
cluding  property  offered  for  use  in  the 
solicitation  as  well  as  property  already 
in  possession  of  the  contractor  or  his  sub¬ 
contractors,  will  be  required  to  identify 
such  proijerty  in  their  bids  or  proposals. 
Unless  prior  written  approval  has  been 
obtained  by  the  procurement  Contract¬ 
ing  Officer,  prospective  contractors  who 
propose  to  use  Government  facilities  al¬ 
ready  in  possession  of  the  contractor  or 
his  subcontractors  under  other  contracts 
will  be  required  to  submit  written  ap¬ 
proval  for  the  use  of  such  property  from 
the  contracting  officer  cognizant  of  such 
property. 

§  12—70.302  Providing  government  fa¬ 
cilities  when  disposal  is  limited. 

(a)  Nonseverable  property.  Govern¬ 
ment  facilities,  other  than  foundations 
and  similar  improvements  necessary  for 
the  installation  of  plant  equipment,  shall 
not  be  installed  or  constructed  on  land 
not  owned  by  the  Government  in  such 
fashion  as  to  be  nonseverable,  unless 
the  Head  of  a  Procuring  Activity  deter¬ 
mines  in  writing  that  such  location  is 
necessary,  and: 

(1)  The  contract  under  which  such 
property  is  provided  contains  a  provision 
for  reimbursing  the  Government  for  the 
fair  value  of  the  property  at  the  com¬ 
pletion  or  termination  of  the  contract  or 
within  a  reasonable  time  thereafter  (for 
example,  in  appropriate  cases,  such  a 
provision  may  require  the  contractor  to 
purchase  the  property  at  a  value  to  be 
determined  by  appraisal,  or  at  a  price 
equal  to  its  acquisition  cost  less  deprecia¬ 
tion  at  a  specified  rate  considering  its 
estimated  useful  life,  or  may  require  the 
contractor  to  reimbiu*se  the  Government 
for  its  scrap  or  salvage  value  if  the  Head 
of  a  Procuring  Activity  determines  that 
its  estimated  useful  life  will  not  extend 
beyond  the  expiration  of  the  contract  or 
the  completion  of  the  work  for  which  the 
property  was  provided) ; 

(2)  The  Government  has  an  option  to 
acquire  the  imderlying  land;  or 

(3)  The  contract  xmder  which  such 
property  is  provided  contains  an  alter¬ 
nate  provision  that  the  Head  of  the 
Procuring  Activity  considers  to  be  ade¬ 
quate  to  protect  the  interests  of  the 
Government  therein.  (The  authority  of 
the  Head  of  the  Procuring  Activity  under 
this  paragraph  may  not  be  delegated.) 

(b)  Property  Subject  to  Patent  or 
Other  Proprietary  Rights.  If  patent  or 
other  proprietary  rights  of  a  contractor 
may  restrict  ttie  disposal  of  (government 
facilities,  the  condition  in  either  sub- 
paragraph  (a)(1)  or  (a)(3)  of  this  sec¬ 
tion  shall  be  satisfied  before  such  prop¬ 
erty  is  provided. 

§  12—70.303  Offers  to  furnish  govern¬ 
ment  facilities. 

(a)  Generally,  where  Grovemment  fa¬ 
cilities  are  offer^  for  use  in  a  competi¬ 
tive  procurement,  the  solicitation  should 
provide  that  the  user  will  assume  all 


costs  related  to  making  the  property 
available,  to  avoid  the  need  for  separate 
evaluation  of  such  costs.  Where  this  is 
not  feasible,  or  it  is  otherwise  in  the  Gov¬ 
ernment’s  interest,  the  Government  may 
assume  such  costs  provided  they  are  in¬ 
cluded  in  the  evaluation  of  bids  or  pro¬ 
posals. 

(b)  When  a  solicitation  contains  .an 
offer  to  furnish  Government  facilities 
(including  an  offer  to  use  Governme.''t 
property  already  in  the  possession  of  a 
prospective  contractor),  and  when  the 
furnishing  and  use  of  such  property  will 
result  in  either  direct  and  measurable 
costs  to  the  Government  or  direct  and 
measurable  savings  to  the  Government, 
then: 

(1)  Such  costs  or  savings  will  be  set 
forth  in  the  solicitation;  * 

(2)  The  manner  in  which  such  costs  or 
savings  will  be  applied  in  the  evaluation 
of  bids  or  proposals  will  be  set  forth  in 
the  solicitation;  and 

(3)  Such  costs  or  savings  will  be  con¬ 
sidered  in  the  evaluation  of  bids  and  pro¬ 
posals. 

(c)  (jtovemment  facilities  may  be 
offered  on  an  “as  is”  basis  in  solicitations 
for  fixed-price  type  contracts,  whether 
such  property  is  in  storage  or  in  the 
possession  of  a  contractor,  provided  that 
the  property  can  be  inspected  by  bidders 
or  proposers  prior  to  the  submission  of 
their  offers.  In  such  cases,  the  solicita¬ 
tion  will  state; 

(1)  The  availability  and  location  of 
the  property,  and  the  conditions  under 
which  it  may  be  inspected; 

(2)  That  the  property  will  be  offered 
in  its  current  condition,  f.o.b.  present 
location; 

(3)  That  bidders  or  proposers  must 
satisfy  themselves  that  the  property  is 
suitable  for  their  use; 

(4)  That  any  costs  of  transporting, 
installing,  modifying,  repairing,  or  other¬ 
wise  making  the  property  suitable  for  use 
shall  be  borne  by  the  successful  bidder  or 
proposer:  and 

(5)  The  bidders  or  proposers  to  whom 
the  property  is  offered,  if  it  is  not  to  be 
offered  to  all. 

(d)  If  it  is  not  feasible  to  make  Gov¬ 
ernment  facilities  available  to  all  bidders 
or  proposers,  solicitations  offering  to  fur¬ 
nish  such  property  may  limit  the  offer 
accordingly. 

§  12—70.304  Changing  Government  fa¬ 
cilities  to  be  provided. 

The  amount  of  Government  facilities 
specified  under  a  contract  to  be  pro¬ 
vided  may  be  increased  by  a  bilateral 
modification  of  the  contract.  Such  in¬ 
creases  will  be  made  only  when  approved 
in  accordance  with  the  policies  pre¬ 
scribed  in  this  Subpart  12-70.3  and  when 
the  Government  receives  adequate  con¬ 
sideration  therefor.  Unilateral  decreases 
in  or  substitutions  for  the  Government 
property  specified  under  a  contract  to 
be  provided  by  the  Government  may  be 
ordered  by  the  contracting  officer,  sub¬ 
ject  to  the  equitable  adjustment  of  the 
contract,  in  accordance  with  the  appro¬ 
priate  Government  property  clause  and 
other  terms  of  the  contract. 
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Subpart  12-70.4 — Use  of  Government  Fa¬ 
cilities  in  the  Possession  of  Contractors 
or  Subcontractors 

§  12-70.401  PoUcy. 

It  is  the  policy  of  the  Department  of 
Transportation  to  put  Gtovemment  fa¬ 
cilities  which  are  in  the  possession  of  a 
contractor  or  subcontractor  to  the  great¬ 
est  possible  use  in  the  performance  of 
Government  contracts  or  subcontracts. 
Facilities  over  which  DOT  has  cogni¬ 
zance  and  which  are  in  the  possession  of 
a  contractor  or  subcontractor  will  not  be 
authorized  for  use  except  for  the  per¬ 
formance  of  Government  contracts  or 
subcontracts,  imless  other  use  of  such 
property  is  specifically  authorized  by  law 
or  other  DOT  regulation.  When  a  con¬ 
tractor  is  authorized  to  use  facilities  over 
which  DOT  has  cognizance  for  the  per¬ 
formance  of  Government  contracts  or 
subcontracts,  no  charge  will  be  made  for 
such  use.  However,  the  Contracting  Of¬ 
ficer  having  cognizance  of  the  prime  con¬ 
tract  must  determine  that  the  Govern¬ 
ment  will  receive  adequate  consideration 
for  the  use  of  the  property  through  re¬ 
duced  costs  for  the  supplies  or  services 
or  otheru'ise. 

§  12—70.402  Use  of  facilities  under  the 
cognizance  of  another  department 
or  agency. 

When  a  DOT  procurement  contracting 
officer  has  obtained  approval  for  the  use 
by  a  contractor  or  subcontractor  of  Gov¬ 
ernment  facilities  over  which  another 
department  or  agency  has  cognizance, 
and  regulations  of  such  department  or 
agency  require  that  the  contractor  be 
charged  for  such  use,  then  the  contract 
will  provide  for  the  payment  of  such 
charge.  It  is  the  responsibility  of  the 
contracting  officer  of  the  department  or 
agency  having  cognizance  of  the  properfy 
to  collect  for  such  charges. 

§  12—70.403  Use  by  another  department 
or  agency  of  facilities  under  the  cog¬ 
nizance  of  DOT. 

When  a  contracting  officer  of  another 
deimrtment  or  agency  requests  approval 
for  the  use  by  a  contractor  or  subcon¬ 
tractor  of  facilities  over  which  DOT  has 
cognizance,  it  is  the  responsibility  of 
the  requesting  contracting  officer  to 
make  any  evaluations  or  other  contrac¬ 
tual  determinations  required  relative  to 
the  furnishing  of  Gtovemment  property 
to  a  contractor.  When  the  DOT  contract¬ 
ing  officer  cognizant  of  the  property  has 
determined  that  the  property  can  be 
made  available  for  the  requested  use, 
approval  for  such  use  will  be  granted. 

Subpart  12-70.5 — Property 
Administration 

§  12-70.501  General. 

This  subpart  sets  forth  responsibilities 
and  procedures  to; 

(a)  Assure  performance  of  property 
control  to  protect  the  interests  of  the 
Government; 

(b)  Assure  uniformity  in  the  adminis¬ 
tration  of  contract  provisions  relating  to 
Goveniment  property:  and 


(c)  Meet  management  data  require¬ 
ments  of  the  Government. 

§  12—70.502  Responsibilities  of  the  Con¬ 
tracting  Officer. 

The  Contracting  Officer  is  responsible 
for: 

(a)  Assuring  that  all  contracts  which 
provide  for  the  use  of  Government  prop¬ 
erty  include  necessary  provisions  relative 
to  the  use,  control,  and  disposition  of 
such  property,  including  the  appropriate 
Government  Property  clause  and  DOT 
PR  Supplement  1 — Manual  for  Control 
of  Property  in  the  Possession  of  Cchi- 
tractors; 

(b)  Performing,  or  arranging  for  the 
performance  of,  all  actions  required  to 
effect  and  carry  out  the  provisions  of  the 
contract  and  this  part  relative  to  Gov¬ 
ernment  property: 

(c)  Providing  necessary  direction  to 
the  contractor,  either  directly  or  through 
an  authorized  representative  of  the  con¬ 
tracting  officer,  on  all  matters  pertaining 
to  Government  property; 

(d)  Obtaining  from  the  contractor  all 
required  reports  and  other  management 
data;  and 

(e)  Coop)erating  with  and  assisting  the 
appropriate  DOT  accounting  office  in  all 
matters  pertaining  to  the  financial  ac¬ 
counting  for  Government  property. 

§  12—70.503  Actions  Requiring  .Approv¬ 
al  of  the  Contracting  Officer. 

The  actions  listed  below  (and  which 
are  subject  to  other  applicable  provisions 
of  this  part)  require  the  written  approval 
of  the  Contracting  Officer,  except  that 
the  actions  set  forth  in  paragraphs  (e) 
and  (f)  of  this  section  may  be  approved 
by  an  authorized  representative  of  the 
Contracting  Officer  who  has  been  desig¬ 
nated  as  such  in  writing.  The  contractor 
will  be  notified  in  writing  when  an  au¬ 
thorized  representative  has  been  so  des¬ 
ignated.  No  other  person  will  be  per¬ 
mitted  to  approve  these  actions  on  behalf 
of  the  Government — 

(a)  Providing  Government  property  to 
a  contractor  when  providing  such  prop¬ 
erty  has  not  been  previously  authorized 
in  the  contract. 

(b)  CThanging  the  amount  of  <3overn- 
ment  property  specified  to  be  provided  in 
a  contract. 

(c)  Authorizing  the  use  by  a  contractor 
of  Goveriunent  property  provided  under 
one  contract  for  work  under  another 
contract,  imless  the  latter  contract  spe¬ 
cifically  authorizes  such  use. 

(d)  Relieving  a  contractor  of  respon¬ 
sibility  for  Government  property  due  to 
loss,  damage,  destruction,  pr  unreason¬ 
able  wear  or  deterioration  or  unjustifi¬ 
able  consumption  in  the  performance  of 
the  contract. 

(e)  Directing  the  removal  of  Govern¬ 
ment  property  from  the  custody  of  a  con¬ 
tractor,  the  transfer  of  Government 
property  to  another  contract  or  to 
another  contractor  (but  only  when  such 
transfer  has  been  authorized  pursuant  to 
paragraph  (a),  (b),  or  (c)  of  this  sec¬ 
tion)’,  or  the  disposal  of  Government 
prop>erty. 


(f)  Approving  a  ccmtractor’s  property 
control  system. 

§  12—70.504  .Assignment  of  responsibil- 
ily  for  Property  Administration. 

The  Contracting  Officer  may  delegate 
to  another  individual  the  authority  to 
administer  the  contract  requirements 
and  obligations  relative  to  Government 
property.  TTie  individual  to  whwn  this 
authority  is  delegated  will  be  designated 
in  writing  as  the  Property  Administrator 
for  the  contract,  and  the  contractor  will 
be  notified  of  such  designation  in  writ¬ 
ing.  In  selecting  a  Prc^ierty  Administra¬ 
tor,  the  Contracting  Office  will  consider 
the  qualifications  of  the  individual  in 
terms  of  training,  education,  and  experi¬ 
ence  in  property  matters.  When  a  specific 
mdividual  has  not  been  designated  as 
Property  Administrator,  the  Contracting 
Officer  is  the  Property  Administrator. 

§  12—70.505  Resfmnsibilities  of  the 
Property  .4dministrator. 

A  designated  Property  Administrator 
should  be  assigned  the  responsibilities 
and  duties  set  forth  below.  This  listing 
is  provided  for  guidance  and  is  not  in¬ 
tended  to  be  inclusive  or  exclusive.  Any 
responsibilities  of  the  Contracting  Officer 
relative  to  Government  property  which 
are  not  assigned  to  a  Properly  Adminis¬ 
trator  remain  with  the  Contracting 
Officer — 

(a)  Establishing  and  maintaining  a 
property  control  file  for  each  contract. 

(b)  Evaluating  and  approving  the 
contractor’s  property  control  system. 

(c)  Reviewing  the  contractor’s  prop¬ 
erty  control  system  during  contract  per¬ 
formance,  to  the  extent  required  by 
§  12-70.510. 

(d)  Advising  the  Contracting  Officer 
as  to  the  contractor’s  ncmcompllance 
with  approved  procedures. 

(e)  Resolving  property  administration 
matters  with  the  contractor’s  manage¬ 
ment  and  with  Government  procure¬ 
ment,  property,  accounting,  and  audit 
personnel. 

(f)  Obtaining  assistance  in  property 
matters  frcwn  other  Government  person¬ 
nel  in  such  technical  areas  as  account¬ 
ing,  audit,  disposal,  quality  assurance, 
engineering,  and  pricing. 

(g)  Providing  necessary  direction  to 
the  contractor  on  matters  pertaining  to 
Government  property,  including  author¬ 
ization  for  the  commingling  of  Govern¬ 
ment  and  contractor  property. 

(h)  Assisting  the  servicing  DOT  ac¬ 
counting  office  in  matters  pertaining  to 
financial  accounting  for  Government 
property. 

(i)  Analyzing  the  use  or  ctmsumption 
of  Government  property  by  the  contrac¬ 
tor  to  determine  reasonableness  of  con¬ 
sumption  and  proper  utilizaticm. 

(j)  Prep>aring  written  determinations, 
for  the  Contracting  Officer’s  signature, 
for  relieving  the  contractor  of  respensi- 
bility  for  Gqyemment  property  due  to 
loss,  damage,  destruction,  or  unreason¬ 
able  wear  or  deterioration  or  unjustifi¬ 
able  consumption  in  the  performance  of 
the  contract. 
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(k)  Effecting  the  removal  of  Govern¬ 
ment  property  from  the  custody  of  a  con¬ 
tractor,  the  transfer  of  Government 
property  to  another  contract  or  to  an¬ 
other  contractor,  and  the  disposal  of 
Government  property. 

(l)  Certifying  to  the  Contracting  Offi¬ 
cer  that  all  Government  property  pro¬ 
vided  under  a  completed  or  terminated 
contract  has  been  properly  accounted 
for  and  disposition  effected. 

§  12—70.506  DOTPR  Supplement  1— 
Manual  for  control  of  property  in 
possession  of  contractors. 

This  manual  sets  forth  basic  require¬ 
ments  to  be  observed  by  contractors  in 
establishing  and  maintaining  control 
over  Government  property  provided  for 
performance  of  contracts  with  the  De¬ 
partment.  The  manual  supplements  pro¬ 
visions  of  the  contract  that  apply  to 
Government  property,  but  does  not  su¬ 
persede  them.  T^e  contract  provisions 
will  govern  in  the  event  of  any  conflict 
with  the  manual.  If  there  is  evidence 
that  Government  property  will  be  re¬ 
quired  in  performance  of  a  contract,  the 
Contracting  Officer  will  reference  the 
manual  in  the  solicitation  and  make  it 
available  on  request.  The  manual  will  be 
incorporated  by  reference  in  all  contracts 
which  provide  for  the  use  of  Government 
property  and  will  be  issued  to  the  con¬ 
tractor  at  time  of  award  if  not  previous!/ 
provided. 

§  12—70.507  Records  of  government 
propertv. 

(a)  Records  of  Government  property 
established  and  maintained  by  the  con¬ 
tractor  pursuant  to  the  terms  of  the 
contract  will  be  designated  and  utilized 
as  the  official  contract  records.  Excep¬ 
tions  to  this  policy  may  be  authorized  by 
the  Contracting  Officer  for  those  con¬ 
tracts  in  which  contract  administratior; 
is  retained  by  the  procurement  office  in¬ 
volving  Government  property  (1)  fur¬ 
nished  to  a  contractor  for  repair  or 
servicing  and  return  to  the  shipping  or¬ 
ganization  or  (2)  furnished  to  a  con¬ 
tractor  for  use  on  a  Government  instal¬ 
lation.  In  such  cases,  the  property  will  be 
accounted  for  as  a  suspense  item  within 
the  Government  property  account  desig¬ 
nated  by  the  procurement  office,  and  the 
Government  property  clause  will  be  ap¬ 
propriately  modified. 

(b)  Maintenance  of  official  records  for 
DOT  financial  accounting  purposes  is  the 
responsibility  of  the  DOT  accoimting  ac¬ 
tivity  that  provides  accounting  service  to 
the  procurement  office  responsible  for  the 
contract.  The  Property  Administrator 
will  ensure  that  the  servicing  accounting 
activity  is  provided  copies  of  documents 
necessary  to  maintain  financial  account¬ 
ing  for  Government  property,  including: 
(1)  Government  shipments,  (2)  notices 
of  contractor  acquisitions,  (3)  physical 
inventory  reports,  (4)  transfers  and  dis¬ 
posals,  and  (5)  contractors  annual  finan¬ 
cial  property  reports  as  specified  in 
DOTPR  Supplement  1. 

(c)  Each  procurement  office  having 
contracts  involving  Gtovemment  prop¬ 
erty  will  maintain  a  consolidated  and 
current  listing  of  all  such  contracts.  This 


listing  is  to  be  primarily  used  for  the  pur¬ 
pose  of  verifying  that  contractors  sub¬ 
mit  the  annual  reports  prescribed  in 
DOTPR  Supplement  1.  The  Property 
Administrator  will  take  prompt  action 
to  obtain  any  delinquent  reports  and  will 
assist  the  accounting  activity  as  neces¬ 
sary  in  effecting  reconciliation  between 
contractor  property  reports  and  the  DOT 
financial  accounts. 

(d)  When  contracts  involving  property 
are  reported  for  inclusion  in  the  DOT 
Contract  Information  System,  the  pro¬ 
curement  office  will  ensure  that  input  to 
the  system  includes  the  required  property 
code. 

§  12—70.508  Contract  properly  control 
file. 

Upon  award  of  a  contract,  the  Prop¬ 
erty  Administrator  will  establish  a  Con¬ 
tract  Property  Control  File  which  will  in¬ 
clude  as  a  minimum: 

(a)  copy  of  the  contract  or  extract  of 
provisions  thereof  establishing  require¬ 
ments  for  property  administration  (ex¬ 
cept  when  the  Property  Control  Pile  is 
maintained  as  an  adjunct  to  the  contract 
working  file) ; 

(b)  letters  designating  authorized  rep¬ 
resentatives  of  the  Contracting  Officer 
for  property  matters; 

(c)  report  of  initial  review,  evaluation, 
and  approval  of  the  contractors  property 
control  system: 

(d)  record  cf  visits,  property  system 
examinations  and  analyses,  and  appro¬ 
priate  work  papers; 

(e)  documents  evidencing  the  furnish¬ 
ing  of  Government  property; 

(f)  contractor’s  receipts  for  Govern¬ 
ment  furnished  property; 

(g)  contractor’s  notices  of  acquisitions 
of  contractor  purchased  or  fabricated 
Government  property  as  prescribed  in 
DOTPR  Supplement  1; 

(h)  contractor’s  physical  inventory 
and  financial  property  reports  as  pre¬ 
scribed  in  DOTPR  Supplement  1; 

(i)  documents  evidencing  the  removal 
of  Government  property  from  the  cus¬ 
tody  of  the  contractor,  the  transfer  of 
Government  property  to  another  con¬ 
tract  or  another  contractor,  and  the 
disposal  of  Government  property; 

(j)  documents  evidencing  relief  of  the 
contractor  from  responsibility  for  Gov¬ 
ernment  property  due  to  loss,  damage, 
destruction,  or  unreasonable  wear  or  de¬ 
terioration  or  unjustifiable  consumption 
in  the  performance  of  the  contrswit; 

(k)  any  other  correspondence  affect¬ 
ing  the  status  of  Government  property 
under  the  contract;  and 

(l)  statement  of  closure  of  the  con¬ 
tract  property  siccount. 

§  12—70.509  Evaluation  and  approval  of 
contractor's  property  control  system. 

(a)  ’The  choice  of  the  methods  to  be 
used  for  evaluation  and  approval  of  the 
contractors  property  control  system  is 
a  matter  of  judgment  by  the  Property  Ad¬ 
ministrator.  predicated  on  the  nature  and 
amount  of  citovernment  property  involved 
in  any  particular  contract.  Regardless  of 
the  methods  used,  it  is  the  responsibility 
of  the  Property  Administrator  to  deter¬ 


mine  that  the  contractor’s  system  will 
meet  the  requirement  of  DOTPR  Sup¬ 
plement  1  and  other  contract  require¬ 
ments  as  appropriate. 

(b)  It  is  normal  contractor  practice  to 
provide  for  the  control  of  property  by 
means  of  written  procedures  that  com¬ 
municate  the  organization’s  standards, 
techniques,  and  instructions  to  opera¬ 
tional  personnel  for  uniform  application. 
However,  depending  on  the  number  of 
contractor  employees  and  the  nature, 
quantity,  and  value  of  the  property,  a 
contractor  may  not  need  written  pro¬ 
cedures  for  effective  management  of 
Government  property.  In  such  cases,  the 
Property  Administrator,  if  he  agrees  that 
written  procedures  are  not  required,  will 
evaluate  the  adequacy  of  the  contractor’s 
system  on  the  basis  of  the  contractor’s 
explanation  of  his  controls  and  prepare 
a  brief  description  of  the  applicable  pro¬ 
cedures  for  inclusion  in  the  Contract 
Property  Control  File. 

(c)  Upon  completing  his  evaluation  of 
the  contractor’s  system,  the  Property  Ad¬ 
ministrator  will  prepare  a  written  sum¬ 
mary  of  his  findings  to  support  approval 
of  the  system  or  requirement  for  correc¬ 
tive  action  prior  to  such  aoproval.  The 
Property  Administrator  will  forward  to 
the  contractor  a  listing  of  any  deficien¬ 
cies  found  as  a  result  of  the  evaluation. 
The  contractor  will  be  requested  to  in¬ 
dicate  within  30  days  his  willingness  to 
correct  the  deficiencies  or  to  forward  to 
the  Property  Administrator  a  statement 
of  his  position  thereon. 

(d)  When  the  Property  Administrator 
is  not  successful  in  obtaining  compliance 
with  contract  requirements,  he  will  advise 
the  Contracting  Officer.  If  the  Contract¬ 
ing  Officer  concurs  with  the  Property  Ad¬ 
ministrator,  he  will  advise  the  contractor 
in  writing  of  the  changes  or  additions 
required  in  his  property  control  system 
and  will  establish  a  schedule  for  accom¬ 
plishment  of  the  corrective  actions.  The 
contractor  will  be  informed  that  approv¬ 
al  of  his  property  control  sysem  will  be 
withheld  (or  withdrawn  if  previously  ap¬ 
proved)  unless  corrective  action  is  ac- 
comolished  within  the  specified  period. 
Such  notice  will  also  advise  the  con¬ 
tractor  that  in  the  event  approval  of  his 
property  control  svstem  is  withheld  (or 
withdrawn  if  previously  approved)  his 
liabilitv  for  loss  or  damage  may  be  in¬ 
creased.  If  the  contractor  fails  to  make 
satisfactory  progress  for  correction  of 
the  deficiencies  in  accordance  with  the 
schedule,  the  Contracting  Officer  will  ad¬ 
vise  him  in  writing,  with  a  copy  to  the 
Property  Administrator,  that  approval 
of  his  property  control  system  is,  as  the 
case  may  be,  withheld  or  withdrawn. 

(e)  When  the  contractor’s  oronerty 
control  system  is  acceptable,  the  Prop¬ 
erty  Administrator  will  so  advise  the  con¬ 
tractor  in  writing.  When  the  contract 
involves  Government  property  at  sub¬ 
contractor  plants  or  prime  contractor 
secondary  locations,  and  the  controls  for 
the  property  at  such  locations  have  been 
determined  to  be  adequate,  the  approval 
will  be  expanded  to  include  the  proce¬ 
dures  governing  Government  property  at 
such  locations. 


FEDERAL  REGISTER,  VOL.  42,  HO.  18— THURSDAY,  JANUARY  27,  1977 


PROPOSED  RULES 


5329 


§  12-70.510  Review  of  Contractor’s 
Property  Control  System  During  Con¬ 
tract  Performance. 

(a)  While  the  cMitractor  has  an  in¬ 
curred  obligation  to  comply,  it  is  incum¬ 
bent  upon  the  Government  to  ensure 
that  the  contractor  does  in  fact  comply 
with  the  property  control  requirements 
of  the  contract.  The  preferred  method 
for  carrying  out  this  responsibility  is  the 
periodic  conduct  by  the  Government  of 
system  reviews  at  the  contractor’s  prem¬ 
ises.  The  need  for  and  frequency  of  such 
reviews  should  be  based  on  case-by-case 
determinations,  considering  the  particu¬ 
lar  circumstances  relative  to  a  given 
contract  or  contractor.  When  the  Prop¬ 
erty  Administrator  feels  that  a  system 
review  is  necessary,  then  he  must  arrange 
for  the  conduct  of  such  a  review  by  an 
appropriate  means. 

(b)  Notwithstanding  the  requirements 
of  paragraph  (a)  of  this  section,  it  is  the 
continuing  responsibility  of  the  Property 
Administrator  to  be  alert  to  any  indica¬ 
tions  that  the  contractor’s  orooerty  con¬ 
trol  system  may  be  deficient.  Examples  of 
such  indications  are  as  follows : 

(1)  Failure  of  the  contractor  to  ac¬ 
knowledge  receipt  of  Government  furn¬ 
ished  property: 

(2)  Failure  of  the  contractor  to  pro¬ 
vide  notices  of  contractor  acquisitions  of 
Government  property  when  the  contract 
provides  for  such  acquisition; 

(3)  Failure  of  the  contractor  to  sub¬ 
mit  the  annual  physical  inventory  and 
financial  property  reports  specified  in 
DOTPR  Supplement  1; 

(4)  Discrepancies  in  contractor’s  rec¬ 
ords  and  weaknesses  in  control  as  re¬ 
flected  by  the  contractor’s  physical  in¬ 
ventory  reports; 

(5)  Contractor’s  financial  property 
reports  do  not  reconcile  with  DOT  finan¬ 
cial  control  accounts; 

(6)  Analysis  of  contractor’s  costs  in¬ 
dicates  consumption  of  material  in  ex¬ 
cess  of  that  considered  reasonable: 

(7)  Inability  of  the  contractor  to 
furnish  property  listings  when  requested 
to  do  so;  or 

(8)  Analysis  of  contractor’s  request 
for  relief  of  responsibility  due  to  loss  or 
damage  indicat(»  inadequate  control. 

(c)  When  the  Property  Administrator 
has  reason  to  believe  that  the  contrac¬ 
tor’s  property  control  system  is  deficient 
or  inadequate,  the  Property  Administra¬ 
tor  must  take  prompt  action  to  obtain 
correction  of  such  problems.  In  some 
cases,  discussions  with  the  contractor 
may  suffice.  In  other  cases,  it  may  be 
necessary  to  arrange  for  an  on-site  svs- 
tem  review  as  discussed  in  paragraph  (a) 
of  this  section.  Another  alternative  is  to 
request  the  conduct  of  an  audit  by  the 
appropriate  Government  contract  audit 
activity.  If  the  situation  demnods.  the 
procedures  set  forth  in  §  12-70.509(d)  of 
this  part  will  be  applied. 

(d)  Records  and  accounts  of  Gov¬ 
ernment  property  will  be  audited  by  the 
Government  as  frequently  as  conditions 


warrant  or  as  may  be  specifically  re¬ 
quested  by  the  Contracting  Officer. 
Audits  may  take  place  at  any  time  dur¬ 
ing  the  performance  of  the  contract, 
upon  completion  or  termination  of  the 
contract,  or  at  any  time  thereafter. 
Audits  will  include  records  maintained 
by  the  contractor  and  Government- 
maintained  records  for  the  property  in¬ 
volved.  Government  personnel  and  the 
contractor  are  required  to  make  all  prop¬ 
erty  records,  including  correspondence 
related  thereto,  available  to  the  auditors. 

Subpart  12-70.6— Vesting  of  Title  to 

Equipment  Under  Research  Contracts 

§  12-70.601  General. 

(a)  In  accordance  with  the  provisions 
of  42  U.S.C.  1892,  DOT  is  authorized  to 
transfer  title  to  equipment  acquired  with 
research  contract  funds  to  nonprofit  in¬ 
stitutions  of  higher  education  and  to 
other  nonprofit  organizations  whose  pri¬ 
mary  purpose  is  the  conduct  of  scientific 
research.  This  statutory  authority  must 
be  implemented  by  express  provision  in 
the  Special  Provisions  of  contracts  with 
eligible  contractors,  permitting  the  Con¬ 
tracting  Officer  to  transfer  to  the  con¬ 
tractor  title  to  equipment  acquired  with 
research  contract  funds  at  any  time  dur¬ 
ing  thftiterm  of  the  contract  or  upon  its 
completion  or  termination.  'The  contract 
will  reserve  the  right  to  require  the  con¬ 
tractor  to  transfer  title  to  eouipment 
costing  $1,000  or  more  per  unit  to  the 
Government  or  to  a  third  party  named  by 
the  Government,  where  the  third  party 
is  eligible  under  existing  statutes.  The 
reservation  will  provide  that  the  right 
may  be  exercised  at  any  time  prior  to 
final  payment  imder  the  contract. 

(b)  Title  to  equipment  not  acquired 
with  research  contract  funds  will  not  be 
transferred  but  will  remain  vested  in  the 
Government. 

§  12—70.602  Conditions  of  transfer. 

In  research  contracts  with  eligible  in¬ 
stitutions  and  organizations,  the  Con¬ 
tracting  Officer  may,  upon  his  own  initia¬ 
tive  or  upon  the  request  of  the  con¬ 
tractor,  transfer  title  to  equipment  at 
any  time  during  the  term  of  the  contract 
or  upon  its  completion  or  termination. 
All  transfers  of  title  must  be  based  upwn 
a  written  determination  by  the  Contract¬ 
ing  Officer  that  transfer  with  respect  to 
the  specific  items  of  equipment  is  con¬ 
sistent  with  the  best  interests  of  the  De¬ 
partment.  Until  such  time  as  title  has 
been  transferred,  the  property  will  be  ad¬ 
ministered  and  controlled  as  “Govern¬ 
ment  property’’  in  accordance  with  this 
part  and  DOTPR  Supplement  1.  Upon 
transfer,  such  equipment  ceases  to  be 
“Government  property”;  however,  the 
transfer  of  title  will  be  subject  to  the 
terms  and  conditions  of  the  contract  and 
the  requirements  described  in  DO’TPR 
Supplement  1. 

§  12—70.603  Contracts  performed  at 
government  installations. 

Notwithstanding  the  provisions  of 
§  12-70.602  of  this  part,  when  the  con¬ 


tractor  is  performing  at  a  Government 
installation  and  there  will  be  a  continu¬ 
ing  need  for  the  equipment  at  that  loca¬ 
tion  following  completion  of  the  contract, 
title  to  such  equipment  will  not  be  vested 
in  or  transferred  to  the  contractor. 

Subpart  12-70.7 — Disposition  of  Excess 
and  Residual  Contract  Inventory 

§  12-70.701  General. 

.  (a)  Disposition  of  excess  and  residual 
contract  inventory  (hereinafter  referred 
to  as  “contract  inventory”)  must  be  ac¬ 
complished  in  a  timely  manner  and  in 
accordance  with  statutory  and  regula¬ 
tory  requirements.  Regulations  govern¬ 
ing  the  disposition  of  contract  inventory 
are: 

(1)  Federal  Procurement  Regulations 
(FPR),  Part  1-8; 

(2)  Federal  Property  Management 
Regulations  (FPMR),  Parts  101-43 
through  101-45; 

(3)  DOT  Procurement  Regulations 
(DOTPR) ;  and 

(4)  Other  DOT  regulati<ms  as  refer¬ 
enced  herein. 

All  actions  taken  by  Contracting  Officers 
with  respect  to  disposition  of  contract 
inventory  must  be  in  strict  conformance 
with  the  above  cited  regulations. 

(b)  Contracting  Officers  will  issue  dis¬ 
position  instructions  expeditiously  upon 
receipt  of  acceptable  contract  inventory 
reports.  Contracts  involving  Govern¬ 
ment  property  cannot  be  closed  out  until 
all  residual  property  has  been  accounted 
for  and/or  disposed  of  and  the  Govern¬ 
ment  property  file  of  the  contract  specif¬ 
ically  not^  to  that  effect. 

(c)  The  disposal  of  nonseverable 
property  will  be  governed  by  the  pro¬ 
visions  set  forth  in  DOTPR  §  12-70.302. 

§  12-70.702  Application  of  FPR,  FPMR 
and  other  DOT  regulations. 

(a)  FPR  Subpart  1-8.5  sets  forth  pol¬ 
icies  and  procedures  for  the  disposition 
of  termination  Inventory  and  may  also 
be  used  for  the  disposition  of  contract 
inventory  generally.  Pursuant  to  the  au¬ 
thority  contained  in  FTR  1-8.000,  FPR 
Subpart  1-8.5  will  be  utilized  by  the  De¬ 
partment  for  the  disposition  of  contract 
inventory  generally. 

(b)  FPR  Subpart  1-8.5  incorporates  by 
reference  various  requirements  and  pro¬ 
cedures  of  the  FPMR  pertaining  to  dis¬ 
position  of  Government  property,  s(xne 
of  which  are  optional  in  nature  insofar 
as  contract  inventory  is  concerned.  How¬ 
ever,  it  is  the  policy  of  the  Department, 
with  respect  to  paragraphs  (e)  through 
(h)  of  §  12-70.704  to  effect  disposition  of 
c(Hitract  Inventory  in  accordance  with 
the  same  requirements  and  procedures 
set  forth  in  the  FPMR  for  disposition  of 
other  Government  excess  or  surplus 
property. 

(c)  ’The  reporting  and  screening  of 
contract  inventory  for  possible  redistri¬ 
bution  within  DOT  will  be  accomplished 
in  the  same  manner,  and  to  the  same 
extent,  as  required  for  other  types  of  ex¬ 
cess  property.  Procedures  applicable  to 
such  reporting  and  screening  will  be 
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prescribed  in  issuances  published  under 
the  Department’s  internal  management 
directives  system. 

§  12—70.703  Reports  of  contract  inven¬ 
tory. 

Requirements  and  procedures  for  the 
submission  of  contract  inventory  reports 
by  contractors  are  set  forth  in  DOTPR 
Supplement  1.  Procedures  applicable  to 
the  processing  of  such  reports  by  Con¬ 
tracting  OflScers  are  set  forth  in  FPR 
Subpart  1-8.5. 

§  12—70.704  Disposition  methods  and 
priorities. 

Subject  to  the  Government  exercising 
its  rights  to  require  delivery  of  any  items 
of  contract  inventory  to  satisfy  known 
Government  requirements,  contract  in¬ 
ventory  will  be  disposed  of  by  the  follow¬ 
ing  methods  in  the  priority  indicated: 

(a)  Purchase  or  retention  of  contrac¬ 
tor  acquired  property  at  cost  by  prime 
contractor  or  subcontractors  (see  FPR 
Subpart  1-8.5) ; 

(b)  Return  of  contractor  acquired 
property  to  suppliers  (see  FPR  Subpart 
1-8.5) ; 

(c)  Reassignment  within  the  procur¬ 
ing  activity  (see  §  12-70.702(c) ) ; 

(d)  Redistribution  within  DOT  (see 
§  12-70.702(c) ; 

(e)  Utilization  by  other  Government 
agencies  (see  FPMR  Parts  101-32  and 
101-43) ; 

(f)  Donation  to  eligible  donees  (see 
FPMR  Part  101-44) ; 

(g)  Sale — including  purchase  at  less 
than  cost  by  prime  or  subcontractor  (see 
FPMR  Part  101-45) ; 

(h)  Abandonment  or  destruction  (see 
FPMR  Part  101-45) . 

Subpart  12-70.8 — Contract  Closure 

§  12—70.801  Actions  by  the  property 
administrator. 

(а)  Upon  completion  or  termination 
of  a  contract,  the  Property  Administra¬ 
tor  must  monitor  the  actions  of  the  con¬ 
tractor  and  the  Government  with  respect 
to  the  return,  transfer,  or  other  dispo¬ 
sition  of  Government  property.  Prior  to 
closing  of  the  contract,  the  Property 
Administrator  will  determine  that: 

(1)  All  Government  property  provided 
under  the  contract  has  been  proF>erly 
accounted  for; 

(2)  Disposition  of  Government  prop¬ 
erty  has  b^n  properly  accomplished  and 
documented; 

(3)  Adjxistment  documents,  including 
request  of  the  contractor  for  relief  from 
responsibility,  have  been  processed  to 
completion; 

(4)  Proceeds  from  disposals  or  other 
property  transactions,  including  adjust¬ 
ments,  have  been  properly  credited  to 
the  contract  or  paid  to  the  Government 
as  directed  by  the  Contracting  Officer; 

(5)  All  questions  as  to  title  to  prop¬ 
erty  fabricated  or  acquired  imder  the 
contract  have  been  resolved  and  appro¬ 
priately  documented;  and 

(б)  The  Contract  Property  Control 
Pile  is  complete  and  ready  for  retire¬ 
ment. 


(b)  Upon  completion  of  the  above  ’ac¬ 
tions,  the  Contract  Property  Control 
Pile  will  be  annotated  accordingly  and 
retired  with  the  contract  file. 

Subpart  12-70.9 — Contract  Clauses, 
Government  Property 

§  12—70.901  Contract  clauses. 

Contract  clauses  and  guidance  as  to 
their  use  in  specific  types  of  contracts 
may  be  found  in  the  following  sections: 

(a)  12-7.151-2  Fixed  Price  Supply 
Contracts, 

(b)  12-7.5002-16  Cost  Reimbursement 
Type  Supply  Contracts, 

(c)  12-7.5102-2  Fixed  Price  Research 
and  Development  Contracts, 

(d)  12-7.5202-15  Cost  Reimbursement 
Type  Research  and  Development  Con¬ 
tracts, 

(e)  12-7.650-7  Fixed  Price  Construc¬ 
tion  Contracts. 

(f)  12-7.5002-16  Cost  Reimbursement 
TsTJe  Construction  Contracts, 

(g)  12-7.5601-9  Fixed  Price  Vessel  Re¬ 
pair,  Alteration  or  Conversion  Contracts. 

Department  of  Transportation,  Procure¬ 
ment  Regulations,  Supplement  1 

MANUAL  FOR  CONTROL  OF  PROPERTY  IN 
POSSESSION  OF  CONTRACTORS 

Part  1 — Introduction  ^ 

Sl-100  Cteneral. 

Sl-lOl  Definitions. 

Sl-102  Segregation  or  Commingling  of  Gov¬ 
ernment  Property  and  Contrac¬ 
tor’s  Property. 

Sl-103  Written  Property  Control  Proce¬ 
dures. 

Sl-104  Audit  of  Property  Control  System 
and  Accoimts. 

Part  2 — Contractor’s  Responsibility 
Sl-200  General. 

Sl-201  Assumption  of  Responsibility. 

Sl-202  Evidence  of  Receipt  of  Government 
Property. 

Sl-2()3  Report  of  Property  Purchased  or 
Fabricated. 

Sl-2()4  Discrepancies  Incident  to  Shipment. 
Sl-205  Relief  from  Responsibility. 

Sl-206  Contractor’s  Liability. 

Part  3 — Records  of  Government  Property 

Sl-300  General. 

Sl-301  Pricing. 

81-302  Records  of  Material. 

Sl-303  Records  of  Noncapitalized  Equip¬ 
ment. 

Sl-304  Records  of  Capitalized  Equipment. 
Sl-305  Records  of  Real  Property. 

Sl-306  Records  of  Scrap  and  Salvage. 
Sl-307  Records  of  Related  Data  and  Infor¬ 
mation. 

Sl-308  Records  of  Completed  Products. 
Sl-309  Financial  Control  Accounts  and  Re¬ 
ports. 

Part  4 — Identification 
Sl-400  General. 

Sl-401  Material  and  Noncapitalized  Equip¬ 
ment. 

Sl-402  Capitalized  Equipment.  ^ 

Part  5 — Physical  Inventories 

Sl-500  General. 

Sl-501  Annual  Inventories. 

Sl-602  Reporting  Results  of  Annual  Inven¬ 
tories. 

Sl-503  Inventories  Upon  Termination  or 
Completion. 


Part  6 — Care,  Maintenance  and  Utilization 
Sl-600  General. 

Sl-601  Contractor’s  Maintenance  Program. 
Sl-602  Utilization  of  Government  Property. 
Sl-603  Property  in  Possession  of  Subcon¬ 
tractors. 

Sl-604  Property  Excess  to  Contract  Re¬ 
quirements. 

Part  7 — Passage  of  Title  to  Equipment 
Under  Research  Contracts 

Sl-700  General. 

Sl-701  Conditions  of  Transfer. 

Sl-702  Contractor’s  Obligations. 

Exhibit  A — Property  Condition  Codes 
Part  1 — Introduction 
Sl-100  General. 

(a)  ’This  Manual  sets  forth  the  basic  re¬ 
quirements  to  be  followed  by  contractors  in 
establishing  and  maintaining  control  over 
Government  property  provided  pursuant  to 
the  terms  of  contracts  with  the  Department 
of  Transportation.  To  to  extent  of  any  incon¬ 
sistency  between  this  Manual  and  the  terms 
of  the  contract  under  which  the  Government 
property  is  provided  the  terms  of  the  con¬ 
tract  will  govern.  ’The  contractor  shall  be 
directly  responsible  for  and  accountable  for 
all  Government  property  in  accordance  with 
the  provisions  of  the  contract,  including 
property  provided  under  such  contract  which 
may  be  in  the  possession  or  control  of  a 
subcontractor. 

(b)  Pursuant  to  the  terms  of  a  contract, 
the  Government  may  acquire  a  lien  qr  title 
to  property  upon  the  making  of  partial,  ad¬ 
vance,  or  progress  payments  to  the  con¬ 
tractor.  property  to  which  the  Government 
has  acquired  a  lien  or  title  solely  as  a  result 
of  such  payments  will  not  be  subject  to  the 
provisions  of  this  Manual.  When  lien  or  title 
is  acquired  solely  as  a  result  of  such  pay¬ 
ments,  the  provisions  of  the  partial,  advance, 
or  progress  payments  clauses  will  apply, 
including  any  modifications  to  such  clauses 
as  may  be  contained  In  the  contract. 

(c)  The  contractor  shall  establish  and 
maintain  a  system  (in  accordance  with  the 
provisions  of  this  Manual)  to  control,  protect, 
preserve,  and  maintain  all  Government  prop¬ 
erty.  This  system  shall  be  reviewed  and,  If 
satisfactory,  approved  in  writing  by  the  as¬ 
signed  Property  Administrator.  ’The  con¬ 
tractor  shall  maintain  and  make  available 
such  records  as  are  required  by  Part  3  of  this 
Manual  and  must  account  for  all  Govern¬ 
ment  property  until  relieved  of  responsibility 
therefor  in  accordance  with  Part  2  of  this 
Manual.  Liability  for  loss,  damage,  or  exces¬ 
sive  use  of  property  in  a  given  instance  will 
necessarily  depend  upon  all  the  circum¬ 
stances  surrounding  the  particular  case  and 
must  be  considered  and  determined  in  ac¬ 
cordance  with  the  provisions  of  the  contract. 
’The  contractor  shall  furnish  all  necessary 
data  to  substantiate  any  request  for  dis¬ 
charge  from  responsibility. 

(d)  The  contractor  shall  require  any  of  his 
subcontractors  who  are  provided  Government 
property  under  the  prime  contract  to  comply 
with  the  provisions  of  this  Manual.  Pro¬ 
cedures  for  assuring  subcontractor  compli¬ 
ance  shall  be  included  in  the  contractor’s 
approved  property  control  system. 

(e)  In  the  event  any  portion  of  the  con¬ 
tractor’s  property  control  system  is  found 
to  be  Inadequate  upon  review  by  the  Prop¬ 
erty  Administrator,  any  necessary  corrective 
action  shall  be  accomplished  by  the  con¬ 
tractor  prior  to  approval  of  the  system. 

(f )  When  Government  property  is  disclosed 
to  be  in  the  possession  or  control  of  the 
contractor  but  not  provided  in  accordance 
wiUi  the  provisions  of  any  contract,  the 
contractor  shall,  as  promptly  as  possible,  (1) 
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record  such  property  according  to  the  estab¬ 
lished  property  control  procedure,  and  (2) 
furnish  the  Property  Administrator  with  all 
known  circumstances  and  factual  data  per¬ 
taining  to  its  receipt  and  a  statement  as  to 
whether  there  is  a  need  for  retention  of  such 
property. 

(g)  The  Contractor  shall  report  to  the 
Property  Administrator  all  Government  prop¬ 
erty  in  excess  of  the  amounts  needed  to  com¬ 
plete  full  performance  under  the  contract 
pursuant  to  which  it  was  provided,  or  other 
existing  contracts  which  authorize  the  use 
of  such  property,  within  30  days  after  dis¬ 
closure  of  the  condition. 

Sl-101  Definitions. 

As  used  in  the  Manual:  (a)  “Accessory 
item”  means  an  item  which  facilitates  or  en¬ 
hances  the  operation  of  equipment  but  which 
is  not  essential  for  its  operation,  such  as 
remote  control  devices. 

(b)  “Auxiliary  item”  means  an  item  with¬ 
out  which  the  basic  unit  of  equipment  can¬ 
not  operate,  such  as  motors  for  pumps  and 
machine  tools. 

(c)  “Capital  property"  means  real  property 
and  capitalized  equipment. 

(d)  “Capitalized  equipment”  means  per¬ 
sonal  property  of  a  nonexpendable  nature 
having  a  unit  acquisition  cost  of  $200  or 
more. 

(e)  “Custodial  records”  means  written 
memoranda  or  identifying  checks  of  any  de¬ 
scription  or  type  used  to  control  items  Issued 
from  tool  cribs,  tool  rooms,  stockrooms,  etc., 
such  as  requisitions,  issue  hand  receipts,  tool 
checks,  stock  record  books,  etc. 

(f)  “Discrepancies  incident  to  shipment” 
means  all  deficiencies  incident  to  shipment  of 
Government  property  to  or  from  a  contrac¬ 
tor's  facility  whereby  differences  exist  be¬ 
tween  the  property  purported  to  have  been 
shipped  and  the  property  actually  received.* 
Such  deficiencies  include,  but  are  not  limited 
to,  loss,  damage,  destruction.  Improper  status 
and  condition  coding,  error  in  identity  or 
classification,  and  improper  consignment. 

(g)  “Educational  or  other  nonprofit  orga¬ 
nization”  means  any  (xxporatlon,  foundation, 
trust,  or  other  institution  operated  for  sci^ 
entific  or  educational  purposes,  not  organized 
for  profit,  not  any  part  of  the  net  earnings 
of  which  inures  to  the  profit  of  any  private 
shareholder  or  individual. 

(h)  “Government  property”  means  all 
property,  both  real  and  personal,  owned  by 
or  leased  to  the  Government  or  acquired  by 
the  Government  under  the  terms  of  a  con¬ 
tract.  However,  the  term  “Government  prop¬ 
erty”  does  not  Include  property  to  which  the 
Government  has  acquired  a  lien  or  title  solely 
as  a  result  of  partial,  advance,  or  progress 
payments.  Goveriunent  property  Includes 
both  Government-furnished  property  and 
contractor-acquired  property  as  defined 
below: 

(1)  Goveriunent-furnlshed  property  is 
property  in  the  possession  of,  or  acquired 
directly  by,  the  Government  and  subse¬ 
quently  delivered  or  otherwise  made  available 
to  the  contractor. 

(2)  Contractor-acquired  property  is  prop¬ 
erty  prociured  or  otherwise  provided  by  the 
contractor  for  the  performance  of  a  contract, 
title  to  which  is  vested  in  the  Government. 

(i)  “Individual  item  record”  means  a  sepa¬ 
rate  card  for  or  document  utilized  to  account 
for  one  item  of  property. 

(1)  “Material”  means  property  which  may 
be  incorporated  into  or  attached  to  an  end 
item  to  be  delivered  under  a  contract  or 
which  may  be  consumed  or  expended  in  the 
performance  of  a  contract.  It  Includes,  but 
is  not  limited  to.  raw  and  processed  material, 
parte,  components,  assemblies,  and  small 
tools  and  supplies  which  may  be  consumed 
in  normal  use  in  the  performance  of  a  con¬ 


tract.  It  also  Includes  items  of  a  nonexpend¬ 
able  nature  with  a  unit  acquisition  cost  of 
less  than  $50,  unless  the  Government  has 
designated  any  such  items  to  be  classified  as 
noncapitalized  equipment. 

(k)  “Noncapitalized  equipment”  means 
personal  property  of  a  nonexpendable  nature 
having  a  unit  acquisition  cost  of  $50  or  more 
but  less  than  $200,  and  other  items  of  per¬ 
sonal  property  regardless  of  cost  when  so 
designated  by  the  Government. 

(l)  “Nonexpendable”  meams  items  of  Gov¬ 
ernment  personal  property  which : 

(1)  Have  a  unit  acquisition  cost  of  $50.00 
or  more; 

(2)  Have  a  life  expectancy  of  one  year  or 
more: 

(3)  Retain  their  identity  when  put  into 
use;  and 

(4)  Are  not  consumed  in  the  performance 
of  work  on  the  contract. 

(m)  “Property  account”  means  the  official 
records  of  the  Government  property  provided 
to  a  contractor  which  are  established  and 
maintained  under  the  provisions  of  this  Man¬ 
ual.  Separate  property  accounts  will  be  main¬ 
tained  on  an  individual  contract  basis. 

(n)  “Property  Administrator”  means  the 
individual  designated,  in  writing,  by  appro¬ 
priate  authority  to  administer  the  contract 
requirements  and  obligations  relative  to  Gov¬ 
ernment  property.  He  is  an  authorized  repre¬ 
sentative  of  the  Contracting  Officer.  When  a 
specific  individual  has  not  been  designated 
as  Property  Administrator,  the  Contracting 
Officer  is  the  Property  Administrator. 

(o)  “Provide”  as  used  in  the  context  of 
such  phrases  as  “Government  property  pro¬ 
vided  to  the  contractor”  and  “Government- 
provided  property,”  means  either  to  furnish, 
as  in  “Government-furnished  property.”  or 
to  acquire,  as  in  “contractor-acquired  prop¬ 
erty.” 

(p)  “Real  property”  for  purposes  of  ac¬ 
counting  classification  means: 

( 1 )  Land  and  rights  therein; 

(2)  Ground  Improvements; 

(3)  Utility  distribution  systems; 

(4)  Buildings;  and 

(5)  Structures. 

(q)  “Salvage”  means  property  which  be¬ 
cause  of  its  worn,  damaged,  deteriorated  or 
incomplete  condition,  or  specialized  nature, 
has  no  reasonable  prospect  of  sale  or  use  as 
serviceable  property  without  major  repairs  or 
alterations,  but  which  has  some  value  in 
excess  of  its  scrap  value. 

(r)  “Scrap”  means  property  that  has  no 
reasonable  prospect  of  being  sold  except  for 
the  recovery  value  of  its  basic  material  con¬ 
tent. 

(s)  “Stock  record”  means  a  perpetual  in¬ 
ventory  form  of  record  which  ^ows,  by  no¬ 
menclature,  the  quantities  received  and  is¬ 
sued  and  the  balances  on  hand. 

(t)  “Utility  distribution  system”  means  a 
system  (including  distribution  and  transmis¬ 
sion  lines,  substations,  and  Installed  equip¬ 
ment  forming  an  integral  part  of  the  sys¬ 
tem),  by  which  gas,  water,  steam,  electricity, 
sewage,  or  other  utility  services  are  trans¬ 
mitted  between: 

(1)  Outside  of  the  building  or  structure  in 
which  the  services  are  used,  and 

(2)  The  point  of  origin  or  disposal,  or  the 
connection  with  some  other  system. 

Sl-102  Segregation  or  CommingVng  of 
Government  Property  and  Contractor’s 
Property. 

Ordinarily,  Government  property,  particu¬ 
larly  material,  should  be  segregated  and  kept 
physically  separate  from  contractor-owned 
property  at  all  times.  However,  when  ad¬ 
vantageous  to  the  Government  and  consist¬ 
ent  with  the  contractor's  authority  to  use 
such  property,  the  property  may  be 
commingled; 


(1)  When  the  Government  property  is 
clearly  Identified  and  recorded  as  Govern¬ 
ment  property;  or 

(2)  When  scrap  of  a  uniform  nature  is 
produced  from  both  Government -owned  and 
contractor-owned  materials  and  physical 
segregation  is  Impracticable,  or  when  scrap 
produced  from  Government-owned  mate¬ 
rials  is  insignificant  in  consideration  of  the 
cost  of  segregation  and  control;  or 

(3)  When  otherwise  approved  by  the  Prop¬ 
erty  Administrator. 

Sl-103  Written  Property  Control  Proce¬ 
dures. 

It  is  normal  contractor  practice  to  pro¬ 
vide  for  the  control  of  property  by  means 
of  written  procedures  that  communicate  the 
organization’s  standards,  techniques,  and  in¬ 
structions  to  operational  personnel  for  uni¬ 
form  application.  However,  depending  on 
the  number  of  contractor  employees  and 
the  nature,  quantity,  and  value  of  the  prop¬ 
erty,  a  contractor  may  not  have  a  need  for 
written  procedures  for  effective  management 
of  Government  property.  Immediately  after 
the  award  of  an  initial  contract  involving 
property,  the  contractor  shall  forward  to 
the  Property  Administrator  the  name,  title, 
address,  and  telephone  number  of  the  con¬ 
tractor’s  representative  to  contact  for  re¬ 
view  and  discussion  of  the  proposed  prop¬ 
erty  control  system.  If  the  Property  Admin¬ 
istrator  determines  that  written  property 
control  procedures  are  not  required,  the 
contractor  will  be  so  advised. 

Sl-104  Audit  of  Property  Control  System 
and  Accounts. 

The  contractor’s  Government  property 
control  system  and  accounts  will  be  audited 
by  the  Government  as  frequently  as  condi¬ 
tions  warrant.  Audits  may  take  place  at  any 
time  during  the  performance  of  the  con¬ 
tract,  upon  completion  or  termination  of 
the  contract,  or  at  any  time  thereafter,  dur¬ 
ing  the  period  the  contractor  is  required 
to  retain  such  records.  The  contractor  shall 
make  all  such  records,  including  correspond¬ 
ence  related  thereto,  available  to  the 
auditors. 

Part  2 — Contractor's  Responsibility 
Sl-200  General. 

This  part  covers  to  the  extent  not  other¬ 
wise  provided  In  the  contract:  (1)  The  duties 
and  responsibilities  of  the  contractor  with 
respect  to  Government  property:  (2)  the 
obligations  of  the  contractor  with  respect 
to  the  control  of  Government  property,  both 
physically  and  administratively;  and  (3) 
the  liability  of  the  contractor  for  Govern¬ 
ment  property  lost,  damaged,  or  destroyed, 
or  for  which  the  contractor  is  otherwise 
unable  to  account. 

Sl-201  Assumption  of  Responsibility. 

A  contractor  is  responsible  for  all  Gov¬ 
ernment  property  in  his  possession  or  con¬ 
trol  in  accordance  with  the  terms  of  the 
contract,  including  property  provided  under 
such  contract  which  may  be  in  the  posses¬ 
sion  or  control  of  a  subcontractor.  Sources 
from  which  Government  property  may  be 
furnished  or  acquired  are  as  follows: 

(a)  Shipments  from  Government  Activi¬ 
ties  or  Other  Sources.  Government  property 
may  be  shipped  to  a  contractor  from  agen¬ 
cies  of  DOT,  other  Government  activities, 
other  contractors,  or  suppliers.  For  the  pur¬ 
pose  of  this  Manual,  the  contractor  becomes 
responsible  for  such  property  upon  delivery 
of  the  property  into  his  ctistody  or  control. 
The  Government  will  furnish  the  contractor 
with  copies  of  documents  necessary  to  per¬ 
mit  the  contractor’s  property  records  to  ac¬ 
curately  refiect  the  transaction. 
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(b)  Direct  Purchase  by  the  Contractor. 
For  purposes  of  property  control  within  the 
scope  of  this  Manual,  it  will  be  considered 
that  property  purchased  by  the  contractor, 
for  which  reimbursement  is  to  be  requested, 
becom*  Government  property  upon  its  re¬ 
ceipt  by  the  contractor.  However,  this  pro¬ 
vision  will  not  be  deemed  to  alter  or  modify 
contractual  provisions  relating  to  passage 
of  title.  Direct  purchases  will  be  subject  to 
a  determination  by  the  contracting  officer 
that  the  items  are  allocable  to  the  contract 
involved  and  are  reasonably  necessary  there¬ 
for. 

(c)  Withdrawal  from  Qontractor-Owned 
Stores.  For  purposes  of  property  control, 
within  the  scope  of  this  Manual,  property 
withdrawn  from  contractor-owned  stores, 
for  direct  charge  to  the  contract,  will  be  con¬ 
sidered  Government  property  at  the  time  of 
approval  of  the  claim  for  reimbursement, 
or  at  the  time  of  Issuance  for  use  of  such 
property  for  the  performance  of  the  contract, 
whichever  is  earlier. 

(d)  Contract  Provisions,  Termination,  Con¬ 
tract  Changes.  Pursuant  to  specific  contrac¬ 
tual  provisions  or  as  a  result  of  termina¬ 
tion  of  a  contract,  or  change  orders  Issued 
under  a  contract,  the  Government  may  ac¬ 
quire  title  to  property.  For  purposes  of  prop¬ 
erty  control,  such  property  will,  unless  other¬ 
wise  provided  by  the  contract,  be  considered 
Government  property  upon  acceptance  of 
title  by  the  Government. 

Sl-202  Evidence  of  Receipts  of  Government 
Property. 

Immediately  upon  receipt  of  any  Govern¬ 
ment-furnished  property  the  contractor  shall 
sign  and  return  the  Government  transfer 
document  to  the  Property  Administrator.  For 
contractor-acquired  capital  property,  the 
contractor  shall  submit  reports  in  accord¬ 
ance  with  Sl-203  of  this  Manual. 

Sl-203  Report  of  Property  Purchased  or 
Fabricated. 

As  a  condition  to  reimbursement  of  costs 
incurred  in  the  purchase  or  fabrication  of 
capital  property,  the  contractor  shall  sub¬ 
mit  itemized  reports  of  such  purchases  or 
fabrications.  Each  item  shall  be  adequately 
described,  including  unit  cost.  Reports  shall 
be  provided  by  the  contractor  not  later  than 
the  time  he  submits  his  application  for  pay¬ 
ment  (public  voucher)  for  the  property. 
Upon  request  of  the  Government,  the  con¬ 
tractor  shall  submit  supporting  data  for  any 
material  cost  or  noncapitalized  equipment 
included  in  the  voucher. 

Sl-204  Discrepancies  Incident  to  Shipment. 

(a)  Government  -  Furnished  Property. 
When  overages,  shortages,  or  damages  are  dis¬ 
covered  upon  receipt  of  Government-fur¬ 
nished  property,  the  contractor  shall  provide 
a  statement  of  the  condition  and  the  appar¬ 
ent  causes  to  the  Property  Administrator. 
When  the  quantity  or  description  of  property 
received  by  a  contractor  differs  from  the 
quantity  or  description  denoted  as  shipped 
on  the  Government  transfer  document,  only 
that  quantity,  or  property,  actually  received 
shall  be  recorded  on  the  official  records  of 
the  contractor. 

(b)  Contractor  -  Acquired  Property.  The 
contractor  shall  take  all  actions  necessary  to 
adjust  shortages,  overages,  or  damages  in 
shipment  of  contractor-acquired  property 
from  a  vendor  or  supplier  except  in  those  in¬ 
stances  where  the  shipment  has  moved  via 
Government  bill  of  lading  and  carrier  lia¬ 
bility  is  indicated.  In  the  latter  event,  the 
contractor  shall  report  the  instance  in  ac¬ 
cordance  with  paragraph  (a)  of  this  section. 
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Sl-205  Relief  from  Responsibility. 

Subject  to  specific  instructions  of  the  Con¬ 
tracting  Officer,  and  unless  otherwise  pro¬ 
vided  for  in  the  contract,  the  contractor  will 
be  relieved  of  his  property  control  respon¬ 
sibility  for  Government  property  by  the 
following : 

(1)  Consumption  of  Property  in  the  Per¬ 
formance  of  the  Contract.  To  the  extent  that 
the  Property  Administrator  determines  that 
property  has  been  consumed  or  expended 
for  proper  purpose  and  in  reasonable 
amounts  in  the  performance  of  the  contract; 

(2)  Shipment  of  Government  Property 
from  a  Contractor’s  Facility.  When  Govern¬ 
ment  property  is  shipped  from  the  contrac¬ 
tor’s  facility  (except  when  shipment  is  to  a 
subcontractor  or  other  location  of  the  con¬ 
tractor)  pursuant  to  the  instructions  of  the 
Contracting  Officer  or  the  Property  Adminis¬ 
trator; 

(3)  Retention  by  the  Contractor.  When 
the  contractor  retains,  with  Contracting  Offi¬ 
cer  approval.  Government  property  for  which 
the  Government  has  received  Consideration; 

(4)  Sale  of  Property.  For  Government 
property  sold  pursuant  to  instructions  of  the 
Contracting  Officer  or  the  Property  Admin. 
Istrator,  provided  that  proceeds  from  such 
sale  have  been  received  by  or  credited  to  the 
Government; 

(5)  Determination  by  the  Contracting 
Officer.  For  Government  property  which  is 
lost,  damaged,  destroyed,  or  consumed  in 
excess  of  that  normally  anticipated  in  a  man¬ 
ufacturing,  processing,  or  research  operation, 
and  for  which  the  Contracting  Officer  has  de¬ 
termined  the  extent  of  liability,  if  any,  of 
the  contractor;  Provided,  That: 

(1)  Such  determination  is  furnished  to 
the  contractor  in  writing; 

(ii)  The  Government  has  been  reimbursed 
where  required  by  the  determination;  and 

(ill)  Proper  disposition  of  property  ren¬ 
dered  unserviceable  by  damage  has  been  ac¬ 
complished.  and  appropriate  cross-reference 
is  recorded  on  the  determination  as  to  the 
shipping  documents  or  other  documents  evi¬ 
dencing  disposal;  and 

(6)  Transfer  of  Title.  When  title  to  equip¬ 
ment  has  been  transferred  to  the  contractor 
in  accordance  with  42  U.S.C.  1892  and  thereby 
cejises  to  be  Government  property.  However, 
certain  obligations  attach  to  contractor- 
owned  property  acouired  with  contract  funds 
as  set  forth  in  Part  7  of  this  Manual. 

Sl-206  Contractor's  Liability. 

(a)  Property  Discrepancies.  Subject  to  the 
terms  of  the  contract,  the  contractor  may  be 
liable  when  shortages  of  Goverrunent  prop¬ 
erty  are  disclosed  or  when  Government  prop¬ 
erty  is  lost,  damaged,  or  destroyed  or  when 
there  is  evidence  of  unreasonable  wear  or  de¬ 
terioration  or  unlu'tlfiable  consumption  in 
the  performance  of  the  contract. 

(b)  Report  Requirements.  The  contractor 

shall  report  all  cases  of  loss,  damage,  or  de¬ 
struction  of  Government  property  in  his 
possession  or  control  to  the  Property  Admin¬ 
istrator  as  soon  as  such  facts  become  known 
or  when  requested  by  the  Property  Admin¬ 
istrator.  The  report  shall  contain  all  factual 
data  as  to  the  circumstances  surrounding 
such  loss,  damage,  or  destruction.  A  similar 
report  shall  be  furnished  when  completed 
products  or  end  items  are  lost,  damaged,  or 
destroyed  while  such  property  is  in  the  pos- 
seosion  or  control  of  the  contr^tor.  Any  loss 
that  may  be  due  to  theft  must  be  reported 
immediately  to  the  local  police  and  the  near¬ 
est  field  office  of  the  Federal  Bureau  of  In¬ 
vestigation  by  the  contractor  or  subcon¬ 
tractor.  ~  . 

(c)  Subcontractor’s  Liability.  The  con¬ 
tractor  shall  require  any  of  his  subcontrac¬ 


tors  having  Government  property  in  their 
possession  or  control,  which  is  accountable 
under  the  contract,  to  report  to  him  all  in¬ 
stances  of  loss,  damage,  or  destruction  of 
such  Government  property.  Further  proced¬ 
ures  shall  be  in  accordance  with  that  pre¬ 
scribed  in  paragraphs  (a)  and  (b)  of  this 
section. 

Part  3 — Records  of  Government  Property 
Sl-300  General. 

This  part  establishes  minimum  require¬ 
ments  for  records  to  be  established  and 
maintained  by  the  contractor  for  Govern¬ 
ment  property  in  his  possession  or  control. 

(a)  Policy.  It  is  the  Government's  policy 
to  rely  upon  contractor  property  control  rec¬ 
ords  and  to  designate  and  use  such  records 
as  the  official  contract  records  unless  an  ex¬ 
ception  has  been  authorized  due  to  special 
circumstances.  The  contractor  shall  estab¬ 
lish  and  maintain  adequate  control  records, 
either  manual  or  mechanized,  in  accordance 
with  the  requirements  of  this  Manual  for  all 
Government  property  provided  under  a  con¬ 
tract,  including  property  provided  under 
such  contract  as  may  be  in  the  possession 
or  control  of  a  subcontractor.  When  the  sub¬ 
contractor  has  a  property  control  system 
approved  by  the  Government  for.  Govern¬ 
ment  property  provided  under  the  subcon¬ 
tractor’s  own  prime  contracts,  the  contractor 
will  utilize  records  created  and  maintained 
in  accordance  with  such  approved  system 
unless  otherwise  directed  by  the  Property 
Administrator. 

(b)  Financial  Control  System.  The  con¬ 
tractor’s  property  control  system  shall  pro¬ 
vide  financial  accounts  for  Government 
property  (capital  and  noncapital)  in  the 
contractor’s  possession  or  control,  as  pre¬ 
scribed  in  Sl-309(a)  of  this  Manual.  The 
system  shall  be  subject  to  internal  control 
standards  and  be  supported  by  property  rec¬ 
ords  in  the  manner  described  in  this  Part  3. 

(c)  Property  Records.  The  official  records 
shall  be  kept  in  such  condition  that  at  any 
stage  of  completion  of  the  work  under  a  con¬ 
tract  the  status  of  Government  property  can 
be  readily  ascertained. 

(1)  Separate  property  records  for  each 
contract  shall  be  maintained.  Contractors 
shall  furnish  the  Property  Administrator 
with  the  name  and  title  of  the  individual 
who  will  have  cognizance  over  all  Govern¬ 
ment  property  in  the  contractor’s  possession 
and  who  will  be  responsible  for  maintenance 
of  property  records. 

(2)  Property  records  of  the  same  type 
which  would  have  been  established  for  com¬ 
ponents  if  acquired  separately  shall  be  estab¬ 
lished  for  such  usable  components  which  are 
permanently  removed  from  items  of  Govern¬ 
ment  property,  as  a  result  of  modification,  or 
otherwise. 

(3)  The  contractor’s  property  control  sys¬ 
tem  shall  contain  an  adequate  locator  sys¬ 
tem  or  techniques  to  permit  the  location  of 
any  item  of  Government  property  within  a 
reasonable  period  of  time  after  request 
therefor. 

Sl-301  Pricing. 

Except  as  provided  in  paragraph  (a)  of 
this  section,  the  contractor’s  property  con¬ 
trol  system  shall  contain  the  unit  acquisi¬ 
tion  price  for  each  item  of  Government  prop¬ 
erty  recorded  therein.  It  is  a  recognized  prac¬ 
tice  of  many  contractors  to  record  the  unit 
acquisition  price  of  property  on  other  than 
the  quantitative  inventory  record,  thus  re¬ 
quiring  the  use  of  supplementary  records 
to  ascertain  unit  prices.  Under  such  circum¬ 
stances,  the  supplementary  records  contain¬ 
ing  such  Information  shall  be  identified  and 
recognized  as  a  portion  of  the  official  prop¬ 
erty  records. 
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(a)  Contractor-Acquired  and  Contractor- 
Fabricated  Property.  The  Tunit  acquisition 
price  of  contractor-acquired  and  contractor- 
fabricated  property  shall  be  determined  in 
accordance  with  the  system  established  by 
the  contractor  in  conformance  with  generally 
accepted  accounting  principles  and  consist¬ 
ently  applied.  Generally,  it  is  desired  that 
separate  unit  prices  be  applied  to  work-in- 
process  items  fabricated  or  acquired  by  the 
contractor.  However,  if  the  contractor’s  ac¬ 
counting  system  is  acceptable  and  if  the 
maintenance  of  detailed  cost  records  results 
in  excessive  accounting  cost  or  is  otherwise 
Impracticable  considering  all  circumstances, 
group  pricing  may  be  used  for  work-ln-proc- 
ess  Inventory.  Processed  material,  fabricated 
parts,  components,  assemblies,  etc.,  charged 
to  the  contractor’s  work -in -process  inven¬ 
tory,  including  items  in  temporary  storage 
while  awaiting  processing,  may  be  considered 
as  work -in-process  for  the  purpose  of  compli¬ 
ance  with  this  requirement.  Nothing  in  the 
foregoing  lessens  the  requirement  for  quan¬ 
titative  property  controls  for  work-in-process 
necessary  for  the  proper  protection  of  the 
Government’s  interest. 

(b)  Government-Furnished  Property.  The 
unit  acquisition  price  of  Government-fur¬ 
nished  property  will  be  determined  by  the 
Government  and  furnished  to  the  contractor. 
’Transportation  and  installation  costs  will 
not  be  considered  as  part  of  the  unit  price 
for  this  purpose.  Normally,  the  unit  price 
of  Government-furnl«hed  property  will  be 
provided  on  the  transfer  document  covering 
shipment  of  the  property  to  the  contractor. 
In  the  event  the  unit  price  is  not  provided 
on  the  document,  action  will  be  ta^en 
through  the  Property  Administrator  to  obtain 
the  information. 

Sl-302  Records  of  Material. 

All  Government  material  furnished  to  the 
contractor,  as  well  as  other  material  to  which 
title  has  passed  to  the  Government  by  reason 
of  allocation  from  contractor-owned  stores 
or  purchase  by  the  contractor  for  direct 
charge  to  a  Government  contract  or  other¬ 
wise,  shall  be  recorded  in  accordance  with 
the  contractor’s  property  control  system,  as 
follows: 

(a)  Material  Issued  Directly  Upon  Receipt. 

(1)  Fixed-Price  Contracts.  In  the  case  of 
Government-furnished  material  which  is 
issued  directly  by  the  contractor  upon  receipt 
so  as  to  be  considered  consumed  under  the 
contract,  the  documents  evidencing  receipt 
and  issue  maintained  by  the  contractor  will 
be  accepted  as  property  control  records. 

(2)  Cost-Type  Contracts.  For  material, 
whether  Government-furnished  or  contrac¬ 
tor-acquired,  issued  by  the  contractbr  di¬ 
rectly  so  as  to  be  considered  consumed  under 
the  contract,  the  Government  Invoices,  con¬ 
tractor’s  purchase  documents,  or  other  docu¬ 
mentary  evidence  of  acquisition  and  issue 
will  be  accented  as  adequate  property  records. 

(b)  Material  Maintained  in  Stocks.  For 
material  maintained  by  the  contractor  in 
stocks  or  stores,  t'^e  contractor’s  property 
control  system  shall  be  such  as  to  provide 
the  following  Information; 

(1)  Contract  number  or  equivalent  code 
designation; 

(2)  Nomenclature  or  description  of  item 
(including  National  Stock  Number  when 
avallablel ; 

(3)  Quantity  received; 

(4)  Quantity  issued; 

(5)  Balance  on  hand; 

(6)  Posting  reference; 

(7)  Date  received  or  issued; 

(8)  Unit  price;  and 

(9)  Disposition  action  taken. 

(c)  Consolidated  Stock  Record.  When  a 
contractor  has  more  than  one  Government 


contract  under  which  Government  material 
is  provided,  a  consolidated  record  for  mate¬ 
rial  may  be  authorized  by  the  Property  Ad¬ 
ministrator;  Provided,  The  total  quantity  of 
any  item  is  allocated  to  each  contract  by 
contract  number  and  each  requisition  of 
material  from  contractor-owned  stores  is 
charged  to  the  contract  on  which  the  mate¬ 
rial  is  to  be  used.  The  supporting  document 
or  issue  slip  shall  show  the  contract  number 
or  equivalent  code  designation  to  which  the 
issue  is  charged. 

(d)  Custodial  Records.  Custodial  records 
shall  be  maintained  for  sensitive  items,  tool 
crib  items,  guard  force  items,  protective 
clothing,  and  other  items  for  the  use  of  indi¬ 
viduals  in  the  performance  of  their  work 
under  the  contract. 

Sl-303  Records  of  Noncapitalized  Equip¬ 
ment. 

Except  where  individual  item  records  are 
necessary  for  effective  control,  calibration,  or 
maintenance,  sununary  stock  records  may  be 
maintained  for  noncapitalized  equipment. 
The  contractor’s  property  control  system  shall 
be  such  as  to  provide  the  following  minimum 
information ; 

(1)  Contract  number  or  equivalent  code 
designation; 

(2)  Noun  name  of  the  Item; 

(3)  Manufacturer  and  model/part  number 
(including  National  Stock  Number  when 
available) ; 

(4)  Quantity  received; 

(5)  Balance  on  hand; 

(6)  Posting  reference  and  date  of  transac¬ 
tion; 

(7)  Unit  price; 

(8)  Location;  and 

(9)  Disposition. 

In  addition,  where  appropriate  as  deter¬ 
mined  by  the  Property  Administrator,  the 
serial  number  and/or  Government  Identlflca- 
tion  number  for  each  item  shall  be  recorded 
in  a  permanent  manner  in  the  property  rec¬ 
ords  and,  upon  disposition,  lined  out  or 
otherwise  deleted  from  the  record. 

Sl-304  Records  of  Capitalized  Equipment. 

(a)  Item  Records.  The  contractor  shall 
maintain  Indl-ldual  item  re'or'^s  (manual 
or  mechanized)  of  each  item  of  Government- 
owned  capitalized  equipment  which  will  pro¬ 
vide  the  following  minimum  information: 

(1)  Name  of  the  equipment  manufacturer; 

(2)  Manufacturer’s  model/part  number 
(including  National  Stock  Number  when 
available) ; 

(3)  Serial  number  and  year  built  (when 
available) ; 

(4)  Government  Identiflcation/tag  num¬ 
ber; 

(5)  Noun  name  of  the  item; 

(6)  Acquisition  document  reference  and 
date: 

(7)  Location; 

(8)  Disposition  document  reference  and 
date; 

(9)  Contract  number  or  equivalent  code 
designation;  and 

( 10)  Unit  prlcq,  (Unit  prtce  will  be  reduced 
when  accessory  and  auxiliary  items  are  per¬ 
manently  separated  from  the  basic  item  of 
capitalized  equipment.) 

(b)  Record  of  Accessory  and  Auxiliary 
Equipment.  Accessory  and  aiixlliary  equip¬ 
ment  which  is  attached  to  or  otherwise  a 
part  of  an  item  of  capitalized  equipment  or 
has  been  acquired  for  use  in  connection  with 
a  specific  item  shall  be  recorded  on  the  rec¬ 
ord  of  the  item  of  capitalized  eouloment.  In 
the  event  the  accessory  or  auxiliary  item  is 
not  attached  to.  a  part  of,  or  acquired  for 
use  with  a  specific  item  of  capitalized  equip¬ 
ment,  it  shall  be  recorded  as  indicated  in 
Sl-303  or  Sl-304(a)  of  this  Manual. 


Sl-305  Records  of  Real  Property. 

The  contractor  shall  maintain  a  continu¬ 
ous  Itemized  record  of  the  description,  loca¬ 
tion,  acquisition  cost,  and  disi>osition  of  all 
Government  real  property  including  unim¬ 
proved  real  property,  all  alterations,  and  all 
construction,  whether  acquired  by  purchase, 
lease,  or  otherwise.  'The  foregoing  records 
shall  be  complete,  show  the  original  cost  of 
the  property  and  improvements  and  the  cost 
of  changes  and  additions  thereto,  and  be 
appropriately  c.assified  as  Indicated  in  Sl-101 
(f)  of  this  Manual. 

Sl-306  Records  of  Scrap  and  Salvage. 

Unless  the  Property  Administrator  has  de¬ 
termined  that  such  records  are  not  necessary, 
the  contractor  shall  maintain  records  of  all 
scrap  and  salvage  generated. 

(a)  Records  of  Scrap.  ’The  contractor’s 
property  control  system  shall  be  such  as  to 
provide  the  following  minimum  informa¬ 
tion: 

(1)  Contract  number,  if  practicable,  or 
equivalent  code  designation; 

(2)  Scrap  classification  (material  content) ; 

(3)  Quantity  on  hand; 

(4)  Unit  of  measure; 

(5)  Posting  reference  and  date  of  trans¬ 
action;  and 

(6)  Disposition. 

(b)  Records  of  Salvage.  ’The  contractor’s 
property  control  system  shall  be  such  as  to 
provide  the  following  minimum  information: 

(1)  Contract  number,  if  practicable,  or 
equivalent  code  designation; 

(2)  Nomenclature  or  description  of  item 
(including  National  Stock  Number,  if  avail¬ 
able)  ; 

(3)  Quantity  on  hand; 

(4)  Posting  reference  and  date  of  trans¬ 
action;  and 

(5)  Disposition. 

Sl-307  Records  of  Related  Data  and  Infor¬ 
mation. 

The  contractor  shall  maintain  property 
control  and  accountability  in  accordance 
with  sound  business  practice  with  respect  to 
manufacturing  or  assembly  drawings,  instal¬ 
lations.  operation,  repair,  or  maintenance 
instructions,  or  other  similar  data  and  In¬ 
formation  provided  to  the  contractor  by  the 
Government.  Other  requirements  set  forth  in 
this  Manual  are  not  applicable  to  such  prop¬ 
erty  unless  specified  in  the  contract  or  re¬ 
quired  by  the  Property  Administrator. 

Sl-308  Records  of  Completed  Products. 

’The  contractor  shall  maintain  a  record  of 
all  completed  products  produced  under  the 
contract  as  follows: 

(a)  W’hen  there  is  not  any  lapse  of  time 
between  Government  inspection  and  accept¬ 
ance  of  the  completed  products  and  shipment 
from  the  contractor’s  facility,  the  records 
shall,  as  a  mimmum,  consist  of  a  summary  of 
quantities  accepted  or  shipped.  When  end 
items  are  accepted  by  the  Government  and 
stored  with  the  contractor  awaiting  shipment, 
the  record  shall  identify  quantities  stored, 
location,  and  dispnasition  action. 

(b)  On  contracts  which  provide  that  com¬ 
pleted  products  are  to  be  retained  by  the  con¬ 
tractor  for  further  use  under  the  contract,  or 
other  contracts,  such  items  shall  be  consid¬ 
ered  Government-furnished  property  upon 
acceptance  and  shall  be  recorded  as  pre¬ 
scribed  in  this  part. 

(c)  When  completed  products  are  returned 
to  a  contractor  under  the  terms  of  a  warranty 
clause,  the  contractor  shall,  as  a  minimum, 
maintain  a  record  by  contract  setting  forth 
a  description  of  the  items  Involved,  quanti¬ 
ties  received  and  returned  to  the  Government, 
and  such  other  pertinent  data  as  may  be  re¬ 
quired  to  p)ermit  determination  that  a  proper 
accounting  for  all  prop>erty  has  been  made. 
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Sl-309  Financial  Control  Accounts  and  Re¬ 
ports. 

(a)  Control  System.  The  contractor’s  prop¬ 
erty  control  system  shell  be  such  as  to  pro¬ 
vide  at  any  time  for  each  contract  the  dollar 
amount  of  Government  property  for  which  he 
is  accountable  in  the  following  classifica¬ 
tions: 

(1)  Real  property; 

(2)  Capitalized  equipment; 

(3)  Noncapitalized  equipment;  and 

(4)  Material  maintained  in  stocks. 

The  contractor’s  accounts  shall  be  suscepti¬ 
ble  to  reconciliation  in  totals  and  subtotals 
as  to  whether  contractor-acquired  or  Govern¬ 
ment-furnished  . 

(b)  Financial  Property  Reports.  The  con¬ 
tractor  shall  prepare  a  report  as  of  July  31 
each  year,  for  each  contract,  showing  the  dol¬ 
lar  amount  of  Government  real  property  and 
capitalized  equipment  in  the  possession  of  the 
contractor  and  his  subcontractors.  Reports 
shall  be  prepared  in  the  format  shown  below 
and  shall  be  furnished  to  the  Property  Ad¬ 
ministrator  not  later  than  September  15  each 
year.  Subcontract  reports  shall  be  consoli¬ 
dated  with  prime  contract  reports.  Tlie  con¬ 
tractor  shall  certify  that  the  reports  have 
been  reconciled  find  are  in  balance  with  the 
contract  property  records.  If  specifically  re¬ 
quested  by  the  Property  Administrator,  the 
contractor  shall  submit  similar  reports  for 
Government  noncapitalized  equipment  and 
material  maintained  in  stocks. 


Real  Capi- 

prop-  talized  Total 

erty  equip¬ 

ment 


Balance  beginning  of 

period . 

Acquisitions  during 
period: 

Qovemment  fur¬ 
nished . 

Contractor  ac¬ 
quired . 

Dispositions  during 
period: 

Government  fur¬ 
nished . 

Contractor  ac¬ 
quired . 

Balance  end  of  period... 


Part  4 — Identification 
Sl-400  General. 

This  part  establishes  minimum  require¬ 
ments  for  the  identification  and  marking 
of  Government  property  in  the  possession  or 
control  of  the  contractor.  The  contractor  shall 
identify  and  record  all  Government  property 
promptly  upon  receipt,  except  as  may  be  ex¬ 
empted  by  this  part,  and  it  shall  remain  so 
identified.  Assigned  Government  property 
identification  numbers  shall  be  recorded  on 
all  applicable  receiving  documents,  shipping 
documents,  disposal  documents,  and  any 
other  documents  pertaining  to  the  property 
control  system.  Such  markings  shall  be  re¬ 
moved  or  obliterated  from  the  property  in¬ 
volved  when  Government  ownership  is 
terminated. 

Sl-401  Material  and  Noncapitalized  Equip¬ 
ment. 

All  Government  material  and  noncapital¬ 
ized  equipment  shall  be  identified  as  Gov¬ 
ernment  property  except  In  those  cases 
where: 

(1)  Material  or  noncapitalized  equipment 
of  the  same  type  at  the  same  location  is  not 
owned  by  the  contractor,  his  employees,  or 
other  contracting  agencies; 

(2)  Adequate  phirslcal  control  is  main¬ 
tained  over  sensitive  items,  tool  crib  Items, 
guard  force  items,  protective  clothing,  and 
other  items  Issued  for  use  by  Individuals  in 


the  performance  of  their  work  under  the 
contract; 

(3)  Prcq)erty  is  of  bulk  type  or  by  its  size 
or  general  nature  of  packing  or  handling  pre¬ 
cludes  adequate  markings;  or 

(4)  ’The  property  is  segregated  and  kept 
physically  separate  from  contractor-owned 
property  at  all  times. 

Sl-402  Capitalized  Equipment. 

(a)  Equipment  Identification.  Unless  al¬ 
ready  marked  in  compliance  with  these  in¬ 
structions,  all  Government  capitalized  equip¬ 
ment  shall  be  marked  by  the  contractor  with 
a  Government  identification  number  except: 
when  the  size  or  nature  of  the  equipment 
makes  it  impracticable,  or  the  equipment  is 
accessory  or  auxiliary  and  attached  to  or  oth¬ 
erwise  a  part  of  an  item  of  capitalized  equip¬ 
ment  and  is  required  for  its  normal  opera¬ 
tions,  in  which  case  such  item  shall  be  en¬ 
tered  and  described  on  the  record  of  the 
equipment  to  which  it  is  attached  or  of  which 
it  is  otherwise  a  part.  Identification  shall  be 
effected  by  afllxlng  a  numbered  decal  direct 
to  the  equipment,  or,  when  practicality  dic¬ 
tates,  by  using  indelible  ink,  acid,  or  electric 
etch,  steel  dies,  or  any  other  legible,  perma¬ 
nent,  conspicuous,  and  tamper  proof  method 
which  will  identify  the  equipment  with  the 
Government  number  assigned. 

(b)  Position  of  Markings  or  Identification. 
Identification  shall  be  affixed  on  the  main 
body  of  the  item,  not  on  a  removable  part. 
For  practical  p'urposes,  identification  should 
be  placed  where  it  is  conspicuous  and  readily 
visible  without  requiring  the  item  to  be 
moved  and  where  it  will  not  interfere  with 
the  functioning,  especially  if  it  is  a  sensi¬ 
tive  instrument.  If  the  manufacturer’s  iden¬ 
tification  plate  or  label  is  in  a  readily  acces¬ 
sible  position,  a  position  immediately  above 
or  below  it  is  preferable  to  any  other. 

Sl-500  General. 

This  part  establishes  minimum  require¬ 
ments  for  the  physical  Inventory  of  Govern¬ 
ment  property  In  the  possession  or  control 
of  the  contractor. 

Sl-501  Annual  Inventories. 

The  contractor  shall  perform  an  annual 
physical  inventory  of  the  following  cate¬ 
gories  of  Government  property  in  his  posses¬ 
sion  or  control  and  shall  require  such  inven¬ 
tories  of  any  subcontractors  that  are  in  pos¬ 
session  of  Government  prc^rty  provided 
under  the  contract:  (1)  Capital  property; 

(2)  noncapitalized  equipment;  and  (3) 
material  maintained  in  stocks.  The  ccn- 
tractor’s  procedures  for  the  performance  of 
annual  ph3rslcal  inventories  constitute  a 
necessary  part  of  the  contractor’s  property 
control  system.  For  the  purposes  of  this 
Manual,  Inventory  consists  of  sighting, 
tagging  or  marking,  describing,  recording, 
and  reporting  the  property  involved,  and 
reconciling  the  inventory  results  with  the 
property  records. 

Sl-502  Reporting  Results  of  Annual  Inven¬ 
tories. 

The  contractor ^shall  promptly  submit  to 
the  Property  Administrator  information  as 
follows : 

(1)  A  list  on  both  a  quantitative  and 
monetary  basis  of  all  discrepancies  disclosed 
by  the  Inventory  in  each  category  of  Govern¬ 
ment  property; 

(2)  A  signed  statement  that  physical  in¬ 
ventory  of  Government  property  under  the 
contract  was  completed  on  a  specified  date 
and  that  the  contractor’s  oificlal  property 
records  were  found  to  be  in  agreement  with 
the  physical  Inventory  except  for  the  dis¬ 
crepancies  noted;  and 

(3)  If  specifically  requested  by  the  Prop¬ 
erty  Administrator,  a  list  of  cUl  items  of 
capital  property. 


81-503  Inventories  Upon  Termination  or 

Completion. 

Immediately  upon  termination  or  comple¬ 
tion  of  a  contract,  the  contractor  shall  per¬ 
form  a  physical  Inventory  adequate  for  dls- 
ix>sal  purposes  of  all  Government  property 
applicable  to  the  terminated  or  completed 
contract.  Further,  the  contractor  shall  cause 
each  subcontractor  to  perform  a  physical 
Inventory  adequate  for  disposal  purposes  of 
all  Government  property  in  the  subcontrac¬ 
tor’s  possession  or  control  which  is  appli¬ 
cable  to  the  terminated  or  completed  con¬ 
tract.  Within  30  days  after  the  contract’s 
completion  or  termination,  unless  the  Con¬ 
tracting  Officer  specifically  approves  an  ex¬ 
tension  of  time,  the  prime  contractor  shall 
submit  a  final  Inventory  of  Government 
property  (including  subcontractor  prc^rty) 
in  the  form  and  detail  as  prescribed  below: 

(a)  Form.  Separate  reports  are  required 
for  Government-furnished  property  cmd  for 
contractor-acquired  property  and  for  each 
of  the  following  property  categories: 

(1)  Real  Property; 

(2)  Capitalized  Equipment; 

(3)  Noncapitalized  Equipment; 

(4)  Materials; 

(5)  Salvage;  and 

(6)  Scrap. 

(b)  Details  Required.  Each  Item  of  capital 
property  must  be  completely  identified  with 
sufficient  detail  to  permit  verification  by 
reference  to  the  covering  reimbursement 
voucher  or  (if  furnished  by  the  Government) 
shipping  or  other  documents.  Tb  the  extent 
to  which  they  apply,  the  following  particulars 
are  required  for  all  items : 

(1)  Commercial  description,  adequate  for 
screening  and  disposal  purposes; 

(2)  Make,  model,  type,  serial  number,  and 
National  Stock  Number  when  available; 

(3)  Government  identification  number; 

(4)  Quantity; 

(5)  Cost; 

(6)  Condition  (use  codes  listed  in  Exhibit 
A  of  this  Manual) ;  and 

(7)  Location  (contractor’s  facility  or  other 
site). 

(c)  Copies  Required.  Three  copies  of  the 
inventory  reports  shall  be  submitted  to  the 
Property  Administrator. 

(d)  Certification.  The  following  certifica¬ 
tion  signed  by  the  contractor  or  an  author¬ 
ized  official  shall  accompany  each  copy  of  the 
inventory  schedules : 

I  do  hereby  certify  as  (’Title)  of  (Name  of 
Contraclpr)  that  the  attached  Inventory  re- 
ix>rts  are  complete  and  correctly  list  and  de¬ 
scribe  all  items  of  property  furnished  to  the 
contractor,  or  for  which  the  contractor  has 
been  or  will  be  reimbursed  by  the  Govern¬ 
ment,  for  use  in  the  performance  of  Contract 

No. _ which  as  of  this  date  have  not  been 

consumed  in  performance  of  this  contract; 
and  that  I  will  immediately  notify  the  Con¬ 
tracting  Officer  of  any  change  affecting  these 
inventory  reports  at  any  time  prim'  to  final 
disposition  of  the  inventory. 

(S) . - . . . . 

Dated _ _ 

(e)  Disposal  of  Property.  Disposal  of  prop¬ 
erty  will  be  directed  by  the  Contracting  Of¬ 
ficer,  or  a  designated  representative  of  the 
Contracting  Officer,  in  accordance  with  the 
terms  of  the  contract.  The  contractor  shall 
not  make  disposition  of  any  property  except 
as  so  directed. 

Part  6 — Care,  Maintenance,  and  Utilization 
81-600  General. 

11118  part  establishes  minimum  require¬ 
ments  as  to  care,  maintenance,  and  utiliza¬ 
tion  of  Government  property  in  the  posses¬ 
sion  or  control  of  the  contractor.  The  con¬ 
tractor  shall  be  responsible  for  the  proper 
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care,  maintenance,  and  utilization  of  Gov¬ 
ernment  property  in  his  possession  or  control 
from  the  time  of  receipt  of  the  property  until 
properly  relieved  of  responsibility  in  accord¬ 
ance  with  the  contract.  The  removal  of 
Government  property  to  storage,  or  its  con¬ 
templated  transfer,  shall  not  relieve  the  con¬ 
tractor  of  these  responsibilities. 

Sl-601  Contractor’s  Matntenance  Program. 

(a)  Policy.  The  contractor’s  maintenance 
program  (which  shall  be  approved  in  accord¬ 
ance  with  Part  1  of  this  Manual)  shall  be 
such  as  to  provide,  consistent  with  sound 
industrial  practice  and  the  terms  of  the  con¬ 
tract,  for: 

( 1 )  Disclosure  of  need  for  the  performance 
of  preventive  maintenance; 

(2)  Disclosure  and  reporting  of  need  for 
capital  type  rehabilitation;  and 

(3)  Recording  of  work  accomplished  under 
the  program. 

(b)  Preventive  Maintenance.  Preventive 
maintenance  is  maintenance  generally  per¬ 
formed  on  a  regularly  scheduled  basis  to  pre¬ 
vent  the  occurrence  of  defects  and  to  detect 
and  correct  minor  defects  before  they  result 
In  serious  consequences.  An  effective  preven¬ 
tive  maintenance  program  shall  consist  of, 
but  not  be  limited  to,  the  following  actions: 

(1)  Inspection  of  buildings  at  such  peri¬ 
odic  intervals  as  will  assure  detection  of  de¬ 
terioration  and  the  need  for  repairs; 

(2)  Inspection  of  equipment  at  such  peri¬ 
odic  Intervals  as  will  assure  detection  of 
maladjustment,  wear,  or  impending  break¬ 
down; 

(3)  Regularly  scheduled  lubrication  cf 
bearings  and  moving  parts  in  accordance  with 
a  lubrication  chart  or  equivalent  plan; 

(4)  Protection  from  exposure  to  deteriorat¬ 
ing  agents; 

(6)  Adjustments  for  wear,  repair,  or  re¬ 
placement  of  worn  or  damaged  parts  and  the 
elimination  of  causes  of  deterioration  of  as¬ 
sociated  parts; 

(6)  Removal  of  sludge,  chips,  and  cutting 
oils  from  equipment  which  will  not  be  used 
for  a  period  of  time;  and 

(7)  Proper  storage  and  preservation  of 
accessories  and  special  tools  furnished  with 
an  item  of  capitalized  equipment  but  not 
regularly  used  with  it. 

(c)  Capital  Type  Rehabilitation.  The  con¬ 
tractor’s  maintenance  program  shall  be  such 
as  to  provide  for  the  disclosure  and  report¬ 
ing  of  the  need  for  major  repair,  replacement, 
and  other  rehabilitation  work  for  Govern¬ 
ment  property  in  the  possession  or  control 
of  the  contractor. 

(d)  Records  of  Maintenance.  'The  contrac¬ 
tor’s  maintenance  program  shall  provide  for 
records  sufficient  to  disclose  the  maintenance 
actions  performed  and  deficiencies  discovered 
as  a  result  of  inspections. 

Sl-602  Utilisation  of  Government  Property. 

The  contractor’s  procedures  shall  be  ade¬ 
quate  to  assure  that  Government  property 


will  be  utilized  only  for  those  purposes  au¬ 
thorized  in  the  contract. 

Sl-603  Property  in  Possession  of  Subcon¬ 
tractors. 

’The  contractor  shall  require  any  of  his 
subcontractors  having  Government  property 
in  their  possession  or  control  adequately  to 
care  for  and  maintain  that  property  and 
assure  that  it  is  utilized  only  as  authorized 
by  the  contract.  Procedures  necessary  to 
assure  the  accomplishment  of  this  responsi¬ 
bility  shall  be  included  in  the  contractor’s 
approved  property  control  system. 

Sl-604  Property  Excess  to  Contract  Re¬ 
quirements. 

Government  property  which  becomes  ex¬ 
cess  to  contract  performance  requirements 
shall  be  reported  to  the  Property  Adminis¬ 
trator  within  30  days.  ’The  contractor’s  ex¬ 
cess  declaration  shall  be  prepared  in  the  same 
manner  as  prescribed  in  Sl-503  of  this 
Manual.  Disposal  of  excess  property  will  be 
directed  by  the  Contracting  Officer,  or  a  des¬ 
ignated  representative  of  the  Contracting 
Officer,  in  accordance  with  the  terms  of  the 
contract.  The  contractor  shall  not  make  any 
disposition  of  such  property  except  as  so 
directed. 

Part  7 — Passage  of  Title  to  Equipment 
Under  Research  Contracts 

Sl-700  General. 

This  part  covers  to  the  extent  not  other¬ 
wise  provided  in  the  contract  or  elsewhere 
in  this  Manual  the  obligations  of  the  con¬ 
tractor  with  respect  to  property  acquired  with 
research  contract  f\mds.  title  to  which  has 
passed  to  him.  In  accordance  with  the  pro¬ 
visions  of  42  U.S.C.  1892,  DOT  is  authorized 
to  transfer  title  to  equipment  acquired  with 
research  contract  funds  to  nonprofit  insti¬ 
tutions  of  higher  education  and  to  other  non-, 
profit  organizations  whose  primary  purpose 
is  the  conduct  of  scientific  research.  This 
statutory  authority  Is  implemented  by  ex¬ 
press  provision  in  the  Special  Provisions  of 
contracts  with  eligible  institutions  and  or¬ 
ganizations  permitting  the  Contracting  Offi¬ 
cer  to  transfer  to  the  contractor  title  to 
equipment  acquired  with  research  contract 
funds  at  any  time  during  the  term  of  the 
contract  or  upon  its  completion  or  termina¬ 
tion.  The  contract  will  reserve  the  right  to 
require  the  contractor  to  transfer  title  of 
equipment  costing  $1,000  or  more  per  unit 
to  the  Government,  or  to  a  third  party  named 
by  the  Government,  at  any  time  prior  to 
final  payment  under  the  contract. 

Sl-701  Conditions  of  Transfer. 

In  research  contracts  with  eligible  insti¬ 
tutions  and  organizations,  the  Contracting 
Officer  may,  upon  his  own  initiative  or  upon 
the  request  of  the  contractor,  transfer  title 
to  equipment  at  any  time  during  the  term 


of  the  contract  or  upon  its  completion  or 
termination.  All  transfers  of  title  must  be 
based  upon  a  written  determination  by  the 
Contracting  Officer  that  transfer  with  respect 
to  the  specific  items  of  equipment  is  con¬ 
sistent  with  the  best  Interests  of  the  De¬ 
partment.  Until  such  time  as  title  has  been 
transferred,  the  property  shall  be  adminis¬ 
tered  and  controlled  as  Government  property 
in  accordance  with  Parts  1  through  6  of  this 
Manual.  Upon  transfer,  such  equipment 
ceases  to  be  Government  property,  however, 
the  transfer  of  title  is  subject  to  the  terms 
and  conditions  of  the  contract  and  this 
Part  7. 

Sl-703  Contractor’s  Obligations. 

Although  equipment  ceases  to  be  Govern¬ 
ment  property  when  title  to  it  is  vested  in 
or  transferred  to  the  contractor,  nonetheless 
the  following  obligations  attach  to  the  prop¬ 
erty  and  the  contractor  agrees  to  such  obli¬ 
gations  by  accepting  title  thereto; 

(1)  Utilization.  ’The  contractor  agrees  to 
use  the  property  for  the  benefit  of  research 
under  the  contract  and  any  extensions  or 
successor  contracts  thereto  and  to  continue 
to  use  such  property  few  the  benefit  of  re¬ 
search  of  interest  to  the  Government; 

(2)  Charges  with  Respect  to  the  Property. 
’The  contractor  is  not  permitted  to  charge 
for  any  depreciation,  amortization,  or  use 
with  respect  to  such  equipment  under  any 
Government  contract,  any  Government 
grant,  or  any  subcontract  under  a  Govern¬ 
ment  contract; 

(3)  Transfer  of  Title  to  Government.  With 
respect  to  each  item  of  equipment  having  a 
unit  acquisition  cost  of  $1,000  or  more,  the 
contractor’s  ownership  rights  are  qualified  by 
the  contractor’s  express  agreement  to  trans¬ 
fer  title  to  any  such  items  to  the  Govern¬ 
ment,  or  to  a  third  party  designated  by  the 
Government,  in  accordance  with  any  writ¬ 
ten  request  therefore  issued  by  the  Contract¬ 
ing  Officer  at  any  time  prior  to  final  payment 
under  the  contract; 

(4)  Control  of  Property.  The  contractor 
shall  maintain  a  property  control  system 
which  will  provide  for  adequate  identifica¬ 
tion,  recording,  location,  utilization,  main¬ 
tenance,  and  physical  inventory  of  equipment 
acquired  with  contract  funds;  and 

(5)  Inventories  Upon  Completion  or  Ter¬ 
mination.  Immediately  upon  completion  or 
termination  of  the  contract,  the  contractor 
shall  perform  a  physical  Inventory  of  all  con¬ 
tractor-owned  equipment  acquired  with  con¬ 
tract  funds  and  having  a  unit  acquisition 
cost  of  $1,000  or  more.  ’The  inventory  shall 
be  performed,  prepared,  and  submitted  in 
the  same  manner  as  prescribed  in  S  1-^03  of 
this  Manual. 
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DOTPR  supplement  1,  exhibit  A — Property  condition  codes 

(See  Bl-503  of  this  manual] 

Code  Brief  definition  Expanded  definition 


N-1 

N-2 

N-3 

N-4 

E-1 

E-2 

E-3 

E-4 

0-1 

0-2 

0-3 

0-4 

R-1 

R-2 

R-3 

R-4 

X 

s 


New— Excellent . New  or  unused  property  in  excellent  condition.  Ready  for  use  and 

identical  or  intercnangeable  with  new  items  delivei^  by  manu¬ 
facturer  or  normal  source  of  supply.  .  » 

New— Good . New  or  unused  property  in  good  condition.  Does  not  quite  qualify 

for  N-1  (because  slightly  shopworn,  soiled,  or  similar),  but  condi¬ 
tion  does  not  impair  utility. 

New— Fair . New  or  unused  property  in  fair  condition.  Soiled,  shopworn,  rusted, 

deteriorated,  or  damaged  and  its  utility  is  slightly  impaired. 

New— Poor . New  or  unus^  property  so  badly  soiled,  rusted,  mildewed,  deteri¬ 

orated,  or  damaged,  that  its  utility  is  seriously  impaired. 

Used— Reconditioned  excellent . Used  property,  but  repaired  or  renovated  and  in  excellent  condition. 

Used— Reconditioned  good .  Used  property  which  has  been  repaired  or  renovated  and,  while  still 

in  good  usable  condition,  ha.s  become  worn  from  further  use  and 
cannot  qualify  lor  excellent  condition. 

Used— Reconditioned  lair .  Used  property  which  has  been  repaired  or  renovated  but  has  de¬ 

teriorated  since  reconditioning  and  is  only  in  fair  condition.  Further 
overhauling  required  or  expected  to  be  needed  in  near  future. 

Used— Reconditioned  poor .  Used  property  which  has  bwn  repaired  or  renovated  and  is  in  poor 

condition  from  serious  deterioration  such  as  from  major  wear  and 
tear,  corrosion,  exposure  to  weather  or  mildew. 

Used— Usable  without  repairs— Ex-  Property  which  has  been  slightly  or  moderately  used,  no  repairs 
cellent.  required,  and  still  in  excellent  condition. 

Used— Usable  without  repairs—  Used  propferty,  more  worn  than  0-1,  but  still  in  good  condition  with 
Good.  considerable  use  left  before  any  important  repairs  would  be  re¬ 

quired. 

Used— Usable  without  repairs—  Used  property  which  is  still  in  lair  condition  and  usable  without 
Fair.  repairs;  however,  somewhat  deteriorated  with  some  parts  (or  por¬ 

tion)  worn  and  should  be  replaced. 

Used— Usable  without  repairs —  Used  property  which  is  still  usable  without  repairs,  but  in  poor  con- 
Poor.  dition  and  undependable  or  uneconomical  in  use.  Parts  badly 

worn  and  deteriorated. 

Used— Repairs  required— Excellent.  Used  property,  still  in  excellent  condition,  but  minor  repairs  required 
(repairs  would  not  cost  more  than  10  pet  of  acquisition  cost). 

Used— Repairs  required— Good _  Used  property,  in  good  condition  but  considerable  repairs  required. 

Estimated  cost  of  repairs  would  be  from  11  to  25  pet  of  acquisition 
cost. 

Used— Repairs  required— Fair . Used  property,  in  fair  condition  but  extensive  repairs  required. 

Estimated  repair  costs  would  be  from  26  to  40  pet  of  acquisition  cost. 

Used— Repairs  required— Poor .  Used  property,  in  poor  condition  and  requiring  major  repairs.  Badly 

worn,  and  would  still  be  in  doubtful  condition  of  dependability 
and  uneconomical  to  use  if  repaired.  Estimated  repair  costs  from 
41  to  65  pet  of  acquisition  cost. 

Salvage . Property  which  bwause  of  its  worn,  damaged,  deteriorated  or  in¬ 

complete  condition,  o r  specialized  nature,  has  no  reasonable  prospect 
of  sale  or  use  as  serviceable  property  without  major  repairs  or  altera¬ 
tions,  but  which  has  some  value  in  excess  of  its  scrap  value. 

Scrap . . . Property  that  has  no  reasonable  prospect  of  being  sold  except  lor  the 

recovery  value  of  its  basic  material  content. 
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